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Within Reach 


MILLIONS OF BUSINESS MEN ARE AS NEAR AS YOUR TELEPHONE 


THE men you want to do business with are 
no farther from you than the telephone on 
your desk. That telephone quickly singles out the indi- 
vidual you want at the time you want him . . . whether 
he is in the next town or hundreds of miles away .. . and 
it carries your message from your lips directly to his ears. 
It brings his response immediately. The two-way discus- 
sions which the telephone makes possible result in action. 
Companies of every size are profitably using Long 
Distance daily for every kind of business activity. In a 
single month, the DeBevoise-Anderson Company of New 
York increased its sales volume by 10%, when salesmen 
reached more customers through alternating their per- 
sonal visits with telephone calls. 
Discussing purchases, a vice-president of the Procter 
& Gamble Company says: “Long Distance enables me 
to consummate a trade quickly and efficiently.” 


Many concerns find Long Distance a tactful, effec- 
tive way to get prompt payment on overdue accounts. 
The Wolverine Tube Company called 117 accounts in one 
week, obtained definite dates for settlements from all. 


What activities of your company would benefit by 
the organized use of Long Distance? Your local Bell 


Telephone Company can probably tell you . . . because 
it is constantly helping concerns in every line of business 
to increase their profits and cut costs through planned 
telephoning. It will gladly place its experience at your 
disposal, with no obligation whatever on your part. Just 
call the local telephone office. 


TYPICAL STATION-TO-STATION RATES 


From To Daytime 7P.M. 8:30P.M. 
Atlanta Asheville $ .85 $ .75 $ .50 
Detroit Pittsburgh 1.05 90 60 
New York Chicago 3.00 2.45 1.65 
Denver Philadelphia 5.75 4.50 3.25 
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The Economist Watches Gold - - - - - - - - 


W Credit potentialities have been tremendously expanded by 
the $700 millions of gold imports since February. Does this 
indicate continued cheapness of money, low yields and high 
prices for the best grade securities? 
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vw In order to appraise significant changes in the future 
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important coal road now? 


A Cross-section Utility - - - - - - - - = - 
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Westinghouse Air Brake. 
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In Coming 
Issues: 


APPROXIMATELY 70 per cent of 
the annual business of the mechanical 
refrigeration companies is done in the 
middle six months of the year, which 
means that this industry has now en- 
tered its period of greatest activity and 
earnings. Surveys indicate that sales 
this year should be from 25 to 50 per 
cent ahead of those of 1933, but of 
course all companies will not share 
equally, and some doubtless will make 
even poorer showings than they did last 
year. Do opportunities exist in this 
field, and if so, which companies appear 
to occupy the best positions? 


One of the greatest investment-legal 
tangles of recent generations is that of 
guaranteed mortgage certificates issued 
and sold by New York companies. 
Holders of this type of security are 
almost wholly bewildered by the de- 
velopments that have reduced their 
certificates to an extremely low market 
estate as well as by the multitudinous 
proposals being made for “protection,” 
reorganization and salvage. THe Finan- 
Wortwp’s real estate analyst has 
made a special study of what has gone 
on behind the closed doors of private 
offices, the results of which will appear 
in an early issue. 


TELEVISION has continued to be a 
will-o’-the-wisp so far as the investor 
is concerned despite the glowing claims 
that have been made by numerous pro- 
moters during the past five or six years. 
Most of the companies which were 
organized specifically for the develop- 
ment and marketing of television equip- 
ment seem to have devoted more of 
their energies to stock selling than to 
anything else. However, there have 
been some interesting developments in 
the field in recent months. A coming 
discussion of the situation will throw 
considerable light on the subject. 
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Now Bring 


‘Win your investment 
progress this year be 
better than in 1933? 
1932? 1931? 1930? 


HETHER you buy securities mainly for income or primarily for 

profit you must pay close heed to the market trend. Declining quota- 
tions may foreshadow a drop in your income or a loss of capital. But what 
appears to the casual observer or inexpert student to be a definite change in 
trend may be only an incidental interruption of a broad advance, a setback 
of merely technical origin. 


N recent weeks the security markets have undergone an internal adjust- 

ment, and a new phase has been entered in which determinable business 
and other developments vitally affecting the value of individual securities will 
be discounted. Many issues will lag behind the new leaders as a result of 
having over-appreciated the possibilities. Others, having gauged conditions 
more accurately, should resume their progress upward or continue to decline. 
Still others, which figured unimportantly in preceding market phases because 
of uncertainties that now have been removed, will respond to the revised 
appraisal of their prospects. The investor therefore is confronted with a 
situation which dictates a prompt survey of his entire portfolio in order that 
it may be so recast as to provide the greatest possibilities of improving his 
income or increasing his principal. 


T is in such situations as the current one that the foundations are laid for 
substantial profits, but to participate in the benefits of this next investment 
phase you must strike out at once, for the real returns in business and in 
investment, as in every other avenue of human activity, are gained by the 
pioneers, not by the stay-at-homes. You cannot afford to continue a casual 
attitude towards your investments. Your moves must be well calculated. 
The right securities must be chosen for retention or disposal, and the action 
must be taken at the right time. So, too, with new purchases, for it is not 
enough to know what to buy, but when—at what price—to add new securities 
to your list. 


Jue FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 


5-9-34 


build up my capital and increase my income. 
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Your Portfolio 
| into line with 


The New Outlook 


Please send me your pamphlet that explains (without obligation to me) how your per- 
sonal supervisory service would assist me to adopt a progressive investment program. 
I enclose a list of my investments (showing the number of shares and their original cost) 
to guide in telling me just how The Financial World Research Bureau will help me to 


O serve those investors who cannot 

give their full time and attention to the 
study of current investment data and their 
interpretation in terms of dollars-value, 
The Financial World Research Bureau js 
available. It is your investment laboratory, 
Investors whose portfolios are registered 
with us for direct, personal supervision are 
guided in a program prepared especially for 
them. Portfolios existing at the time the 
investor enrolls are analyzed, and after a 
thorough consideration of every factor in 
the client’s individual situation we suggest 
the exact revisions necessary. From time 
to time thereafter, as conditions dictate, the 
portfolio is adjusted to the constantly shift- 
ing outlook. There are no group advices, 
The supervision is carried on through per- 
sonal correspondence, for every recommen- 
dation is a special, individual suggestion, fit- 
ting only your program, and designed to 
maintain your portfolio in proper balance, 


NROLL now as a client of the Research 

Bureau and let us guide you in building up 
or recovering your ‘capital and increasing or 
retaining your income. You will find the pro- 
cedure simple, for it has been perfected by years 
of concentration on the problem of investor- 
guidance. You merely register with us the com- 
plete list of your securities with their cost, pro- 
vide us with all the necessary data regarding 
your resources, requirements and objectives, and 
then follow the direct, positive recommendations 
as they come to you. The cost is moderate—$100 
for a full year of continuing supervision. There 
are no “extras.” 


Use the coupon for addi- 
tional information, or just 
mail your list of securities 
with your check today and 
we will immediately prepare 
your program and make the 
first recommendation for es- 
tablishing your portfolio on 
a more profitable basis. 
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The 
Market Situation 


HIGHLIGHTS 


Lack of progress by security prices in 

the face of Congressional debate on the 

Exchange Control bill is hardly sur prising, 

and little active interest in the markets 

can be expected until this legislation is 
out of the way. 


Turre has been no change in the security market 
situation so far as concerns the factors which are in- 
fluencing price movements. Business trends are for- 
gotten. Economic developments are ignored. Foreign 
affairs are accorded only passing notice. All eyes are 
on Washington and the topic of the day is the course 
of the Exchange Control bill through Congress. While 
that piece of legislation is being debated it seems futile 
to look for any material revival of active interest in 
stocks, and those who would buy now on the theory 
that the final bill will not be as harmful, as many 
expect are deterred from acting by the flow of propa- 
ganda out of Washington which distorts the facts and 
is obviously timed to help put over the pet ideas of 
those who have axes to grind. As long as such a situa- 
tion exists stock prices are bound to fluctuate uncer- 
tainly, with the predominant trend toward lower levels. 
Once the Exchange Control bill is out of the way a 
deep sigh of relief will be drawn inasmuch as, regard- 
less of the final form of the bill, most of the uncer- 
tainty concerning the problem will have been removed. 
Some revival of interest should then become evident, 
but anything like a marked display of strength will 
doubtless await final disposition of other pending legis- 
lation and adjournment of Congress. 


Stocks have been in a downward drift for two 
weeks, the decline being accomplished on continued 
small volume of transactions and obvious lack of pres- 
sure from anything that appears like urgent liquidation. 
In fact, during all of the past two months, stock trans- 
actions have averaged but little more than a million 
shares a day and on only one day did volume closely 
approach the two million share mark. It is a market 
dominated by professional traders acting in actordance 
with the current indecision, scalping profit here and 
there. Despite the substantial appreciation that has 
occurred in the bond price averages during the period, 
stocks now are at about the level of ten months ago, 
the lack of net chanye in the meantime being in strange 
contrast to the progress that has been made in clearing 
away the economic wreckage of the depression, the 
very substantial improvement in corporate earnings 
and the great number of dividend increases which have 
occurred. The answer to this seeming paradox is, of 
course, to be found in the numerous uncertainties— 
almost entirely politically fostered— which we are 
facing for the immediate future. a 
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I F ONE looks beyond the immediate future much 
will be found that encourages the expectation of sub- 
stantially higher share prices to come, one very im- 
portant such factor being the credit situation and its 
potentialities of a great inflationary development. But 
just now, optimism is tempered by the fact that on 
the whole the spring rise this year did not exceed the 
usual seasonal proportions, as is clearly shown by the 
flatness of the February-April line on the Industrial 
Production chart on the following page. Of course, 
if normal business volumes are to be attained, trade 
and industry cannot continue indefinitely merely to 
follow the seasonal pattern. But numerous considera- 
tions afford the basis for satisfaction. Business has 
been hampered and harried by government, the lat- 
ter’s spending program doing little more than offsetting 
deflationary policies elsewhere, and sometimes it seems 
that even seasonal changes were perhaps too much to 
expect under the circumstances. All this could be 
quickly rectified, and indications are that progress 
along these lines will be seen later in the year. Despite 
the downward trend shown by the commodity price 
indexes during the past two months, no new infla- 
tionary move has come from the White House and 
none is expected. Signs of a hands-off attitude seem 
to be accumulating. 


Aurnoven little if any progress toward higher 
levels is indicated for stock prices for the immediate 
future, there appears no valid reason for disturbing 
holdings of sound securities. The opinion is warranted 
that prices at current levels discount passage of the 
Exchange Control bill, in slightly modified form, as well 
as the other pieces of pending legislation that seem to 
have some chance of enactment at this session. With 
Congress out of the way, and evidences of some changes 
in Administration policies, business will be in a position 
to recover confidence and resume in the autumn the 
revival that has been interrupted this spring. 
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The Trend 
Things 


Digest and interpretation of current 
business and financial developments 


So far, setting up the $1.8 billion stabili- 
zation fund on the Treasury’s books is with- 
out significance and constitutes merely a 
bookkeeping transaction. Under present 
circumstances there appears to be no 
need to use any part of the fund accruing 
to the Government from the devaluation of the dollar, with 
gold still flowing to these shores and with export of the metal 
permitted. Later on currency developments in other coun- 
tries may be such as to require the Treasury to step in to aid 
in the stabilization of the dollar in the foreign exchange mar- 
kets, but nothing of the sort is in prospect for the immediate 
future. 

In the meantime, member bank credit in use continues to 
contract with the latest bank statement showing a further 
decline of $42 millions, all items except Government invest- 
ments being reduced. The latter was increased by $56 mil- 
lions. Now and again a sign of reversal of the downward 
trend in bank credit has appeared, only to be invalidated by 
later events. Nevertheless, contraction of banking credit in 
the face of general business recovery has been seen before. 
In the 1921-1922 period, for instance, industrial production 
(according to the Federal Reserve’s seasonally adjusted in- 
dex) reached its low point about March of 1921, at 64 per 
cent of normal. At the same time total loans and invest- 
ments amounted to $16,066 millions. A year later business 
had recovered to 80 per cent despite the fact that the loan 
and investment total in the twelve months showed a further 


No Change 
Yet in 
Credit Trend 


drop to $14,617 millions, the bottom for the movement. Even. 


more interesting is the course of the commercial loan figures 
during that time. Not only were declines in this item vir- 
tually uninterrupted, but the downward trend persisted until 
July, 1922, by which time industrial production had recovered 
to 86. At about that time business had more or less exhausted 
its own resources for financing the recovery movement and 
began to resort to bank credit. This point does not appear 
to have been reached in the present situation and indications 
are that we will see little if any material expansion in loans 
to business before the coming autumn. But at that time it 
is more than probable that money rates still will be extremely 
low, and trade and industry will be able to secure ample credit 
accommodations at a very advantageous cost. 


General business activity continues to 


Business follow closely the usual seasonal pattern 
Holding although in a number of fields some diver- 

gence is apparent. The net result, how- 
Up Well ever, has been slightly better than seasonal 


performance. Production gains still pre- 
dominate among automotive manufacturers, suggesting that 
second quarter earnings reports from this industry should be 
quite satisfactory. Longer daylight hours are being reflected 
in the power figures coming from the electric utilities, but 
output remains more than 16 per cent ahead of a year ago. 
Railway freight traffic continues its upward course, a trend 
that should remain in evidence until well into the autumn, 
and figures for the past several weeks disclose a better than 
seasonal rise in the movement of the most profitable traffic 
classifications. 
During the early weeks of April the new building industry 
showed a marked decline from the level of the preceding 
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month, new contracts awarded during the first 18 working 
days running at about $5.5 millions a day as against aboyt 
$6.5 millions for March. Regardless of this temporary inter. 
ruption, the outlook is for an extension of the upward trend 
during coming months as financing facilities improve further, 
The real estate situation in general is showing signs of im. 
provement, a necessary prerequisite to sustained gains jp 
building. Of course, Government expenditures in this field 
will begin to taper off, but by the time this begins to be 
seen private initiative should be in a position to take up at 
least most of the slack, particularly if necessary amendments 
are made to the Securities Act. 

The basic steel industry has again advanced its operating 
rate, and even further increases are expected despite the fact 
that the date of the usual seasonal peak is now well behind 
us. All in all, the state of business is as satisfactory as can be 
expected under the circumstances. The reported intention of 
the Administration now to sit back and allow trade and indus. 
try to adjust itself to the changes of recent months is a point 
in favor of additional gains in coming months inasmuch as 
uncertainty concerning possible further governmental inter. 
ference in business has been one of the biggest obstacles to 
even greater progress than has been seen. 


The important fundamental of the pres. 


A Swing ent governmental situation is the fact that 
nttie the Administration is committed to bring 
: about business recovery. Examination of 

Right? istics can hardly lead 
current statistics can hardly lead to any 


other conclusion than that artificial expe- 
dients that have been resorted to during the past year have 
retarded improvement more than they have accelerated it. 
Goods which we purchase from abroad have risen 25 to 50 
per cent; our own price rise has not even kept pace with 
the devaluation of the dollar. League of Nations figures 
show that, on the basis of 1928 equalling 100, industrial 
production here stands at about 32 as against 92 for Great 
Britain, for instance. Efforts at “reform” in the machinery 
of new security sales have resulted in a virtual cessation 
of the flow of capital, keeping the capital goods industries 
severely depressed and unable to reemploy workers. 

All of ‘these things have quite naturally restricted conf- 
dence, and unless business is in the proper frame of mind 
further progress will be difficult. The Administration is 
doubtless aware of this situation, and can hardly afford to 
jeopardize its position with the voting public for the sake 
of idealistic reform. A swing to the “right” appears to be a 
logical expectation, and such a development would further 
improve the groundwork that is being laid for renewed busi- 
ness revival in the fall. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Averages of 1925-1928 = 100 
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. THe COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years in 1925-1928 is used as the base. 
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HE weekly statement of the Federal Reserve banks 
7. of April 25, 1934, indicated a monetary gold stock 

for the United States of $7,755 millions. Total cur- 
rency in circulation at the same date was reported at $5,324 
millions, which means an actual gold cover of over 145 per 
cent for all our circulating media including coins and the 
various kinds of notes. Never before in history has our 
currency system rested upon a gold base as large as the 
present. 

Under normal conditions such an accumulation of the 
yellow metal would cause a tremendous price inflation pro- 
vided of course the gold standard could work unrestricted in 
the classical fashion. But over $3 billions of our gold re- 
serves are “hoarded” by the Treasury, practically sterilized 
and non-existing as far as currency and credit expansion are 
concerned. 


HE present gold dollar of 15 5/21 grains of gold 9/10 

fine came into existence on January 31, 1934, through a 
change in our monetary laws. The Government immediately 
obtained a bookkeeping profit of approximately $2.9 billions 
which was set aside for specific purposes, but until used is 
practically outside our currency system. As the gold for- 
merly held by the Federal Reserve banks was taken over by 
the Treasury and exchanged against gold certificates of the 
new dollar, the nominal value held by the Federal Reserve 
banks remained the same the day after the exchange had 
been made, i.e. $3.5 billions, and the Government, consider- 
ing all the other changes made in connection with the new 
parity, was holding an amount of $6,829 millions in gold at 
the end of last January. 

The return to a fixed gold parity—which at that time was 
above the dollar quotations in foreign exchange markets and 
placed the United States back on the gold standard at least 
in an international sense—immediately 
caused an inflow of gold into this 
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place nor was it apparently necessary for the Treasury to 
use the “gold profits” allocated to the Stabilization Fund 
for protection of the dollar in foreign exchange markets. 

The gold imports of over $700 millions since the end of 
last January have directly increased the amount of potential 
credit inasmuch as most of it was transferred into member 
bank excess reserves with the Federal Reserve banks, which 
now stand at approximately $1.7 billion as compared with 
$900 millions last January. Further gold imports would 
obviously have the same effect and augment these excess 
reserves, the size of which has already caused serious con- 
cern to the Federal Reserve authorities lest they lead to 
excessive speculative activities in the various markets and 
outrun the system’s controlling powers. 


AN further gold imports be avoided, or can a reversal 

of the present trend be achieved? The answer is nega- 
tive, at least as long as present international trade and 
economic relationships continue. The United States not only 
has a favorable merchandise balance (amounting to $99 
millions for the first quarter of the current year as against 
$55 millions for the same period in 1933), but the other 
items on its international ledger leave a substantial annual 
balance in its favor which calls for settlement through gold 
shipments and aside from temporary seasonal fluctuations 
should keep the dollar well above the gold export point. A 
resumption of foreign financing, which is nothing but a 
postponement of the final settlement of international obliga- 
tions, is almost impossible at the present juncture because 
of the newly enacted Johnson Bill as well as the American 
investors’ current dislike for foreign issues. 

Thus we face a situation where gold will continue to be 
attracted to the shores of this country and where prospects 
of intentional reversing of this trend through investments 
abroad are more than problematical. 
The one and only possibility of gold 


country of tremendous proportions. Up 
to the end of April a total of over $700 
millions of the yellow metal was im- 
ported, of which $453 millions came 
during February and $211 millions dur- 
ing March. These imports were aug- 
mented by the results of domestic 
production, the purchases of old gold by 
the mints and the return out of 
hoarding of gold coins and_ gold 
certificates. Altogether an amount of 
over $920 millions was added to our 
gold reserves from February 1 to the 
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Credit potentialities have 
been tremendously ex panded 
by the $700 millions of gold im- 
ports since February, indicating 
continued cheapness of money, 
low yields and high prices for 
the best grade securities. 


leaving this country in large amounts 
would occur during a period of eco- 
nomic panic caused by distrust of the 
Government’s monetary policies and loss 
of confidence in the strength of the 
dollar. For instance, if it should be- 
come the intention of the Administra- 
tion to reduce the gold content of the 
dollar still further, fright could easily 
arise to drive large funds abroad to 
seek refuge in “sounder” currencies. 
Such a movement would of course re- 
sult in correspondingly large gold ship- 


end of April. 


URING the last week of April dollar quotations abroad 

reached the gold parity and for several days prices were 
around the gold export point. This weakness reflected the 
temporary fear of further inflationary measures brought 
about by a sharp drop for agricultural staples. But the 
declaration of the Secretary of the Treasury that any amount 
of gold could be had for export to the central bank of any 
country on the gold standard, quickly restored the dollar’s 
strength in foreign exchange markets and_no exports took 
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ments unless the Government placed 
an embargo upon gold exports. 


HE present status of our international balance of pay- 

ments and its prospects indicate further gains in our 
reserves of the yellow metal, which also have the benefit of 
an annual domestic production of around $80 millions. 
These factors will continue their pressure upon the credit 
and price structure of this country and, furthermore, the 
Treasury holds about $3 billions gold in reserve which also 
can be used to increase the existing abundant credit facili- 
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ties for which our economic system so far has failed to find 
adequate uses. 

What are the effects of this gold situation upon interest 
rates, the bond market and especially the market for Govern- 
ments? Obviously all the potential credit facilities created 
by our tremendous gold reserves will by the sheer force of 
their volume exercise a continuous pressure upon money 
markets sufficient to keep rates at extremely low levels until 
effective demand catches up with existing facilities. The 
Administration’s monetary policies indicate a tendency of 
maintaining and increasing this pressure to the point where 
the expected inflationary effects upon the general price 
structure in this country will become apparent. 

Consequently money will continue to be cheap, which in 
terms of the bond market means low yields and high prices 
for first class investment issues. The Government itself is 


one of the principal beneficiaries of this situation. Th 
realization of the fact that the Government through jt, 
gold holdings has the means to perpetuate prevailing cond). 
tions of the money markets for years, should greatly help 
its refunding operations and facilitate the conversion of the 
huge mass of short term obligations into long term bond 
at relatively low interest rates. 


HE New Deal’s doctrine of redistribution of wealth gs 

professed by its sponsors calls for permanently low je. 
turns on invested capital, a goal which the Government js 
apparently striving to attain. The large gold reserves lend 
strong support to this endeavor. .While there are still py. 
merous barriers in the way of the practical utilization of thes 
static credits, there is no doubt that they will be removed 
in due time to give the forces of credit expansion free play, 


Father Coughlin’s Silver Chart 


. More than academic interest in silver appears 
to be held by some of those who have clamored 
loudest for improvement in the position of the metal. 


HILE the agitation for remonetization of silver was in 
a ferment its most prominent proponents, the much 
self-publicized Father Charles E. Coughlin and his buddy, 
Robert M. Harriss, of the Stock Exchange firm of Harriss & 
Vose, had the Brookmire economic service prepare for them a 
special chart showing the prices of stocks, commodities, gold 
and silver. The chart is here produced without comment 
other than the inference it carries in light of the revelation 
that the treasurer of the church of the radio priest had placed 
$20,000 in the silver market, a fund sufficient to purchase 
under the rules of the commodity exchange half a million 
ounces of the metal—on a margin of approximately ten per 
cent of its probable purchase price. 
The good Father may have thought that this chart would 
prove the silver lining for this particular speculation, for that 


is what it actually amounted to and assumes no different 
form from the practices he ranted against as a vicious side of 
Wall Street. The young lady treasurer, who doubtless could 
be included in Secretary Morgenthau’s list of people who had 
more than an academic interest in the silver agitation, at- 
tempts to absolve herself and her society (which is really 
the shadow of Father Coughlin) by saying that she purchased 
silver with the funds of the organization believing it a good 
investment on the assurance of the President of his intention 
to raise the price of commodities. But to buy this com- 
modity on a slim margin cannot be construed as an invest- 
ment. Nor will this revelation meet with the approval of 
many people who sent Father Coughlin contributions so he 
could clean up the stables of speculation, only to find their 
money partly employed for speculative purposes. 
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and the business man are inter- 

ested in seasonal fluctuations in 
business and industrial activity for two 
primary reasons. One is that a knowl- 
edge of the character and amplitude of 
the normal seasonal swing in a_par- 
ticular industry or company may form the basis of adminis- 
trative studies designed to smooth out the curves of produc- 
tion and distribution. The result of such efforts is to reduce 
the economic waste of maintaining plant and equipment and 
working force to care for peak periods while it is correspond- 
ingly impossible to utilize fully these resources in the periods 
of seasonal slack. The second reason is that the broader 
secular movements of business and industry as they reflect 
the changing phases of the business cycle can only be 
appraised as they are taking place if the character of the 
seasonal influence is known and its amplitude measured as 
closely as possible. It is upon this second phase that atten- 
tion will be centered in the coming weeks as the time of 
normal summer slackness in many important lines approaches 
and concern as to further fundamental recovery is keenly 
felt everywhere. 


Ts: student of economic affairs 


HE seasonal factor is an inevitable influence in our 
economic affairs, having its roots in the climatic con- 
ditions of the geographical zones in which our civilization 
has grown up. It is only natural that its effects should vary 
among different industries and different parts of the same 
industry, both as to amplitude and timing of the swings. 
Some industries, like the automotive, are affected seasonally 
in the retail demand for their finished products rather than 
in the supply of their raw materials or the requirements of 
their manufacturing processes. Food products, on the other 
hand, are characterized by fairly uniform demand throughout 
the year and in many cases by rather definite seasonal limita- 
tions in their production. A different situation is found in 
cotton textiles where both the supply of raw materials and 
the demand for finished products are subject to seasonal 
fluctuation; and the building industry is of a still different 
type in that the seasonal factor directly affects the productive 
activity itself. 
The appended tabulation of a number of seasonal indexes 


Yardsticks for 
Business Changes 


Measuring the normal effects of 
the changing seasons of the year 
upon economic activity 


was compiled to illustrate some of the 
different types and amplitudes which 
are to be found in different industries 
such as those above mentioned and also 
to present in the columns numbered 
from (1) to (5) a group of the more 
basic series which are most commonly 
used in the composition of business indexes and indexes of 
industrial activity. The range and average deviation which 
are shown for each series are means of measuring for com- 
parative purposes the degree to which seasonal influences are 
operative. The average deviation is the arithmetical average 
of the deviations of the monthly index numbers from the 
base 100, and the range is the number of points difference 
between the lowest and the highest monthly index number 
of each series. 


HE indexes covering wheat receipts and cotton ginnings 
are introduced to represent the extreme type of seasonal 
variation and to illustrate, by their combination with the 
other series to form column (11), how great a difference in 
an average seasonal index can result from selection of dif- 
ferent component parts. The difference between columns 
(5) and (11) is very striking with respect to time of seasonal 
peak and range and average deviation. It is obvious that for 
general economic purposes the less extreme series would be 
a more satisfactory instrument with which to work. 
The determination and interpretation of economic trends 
is by no means an exact science (as is widely recognized) , 
and the problem of adjusting and compensating for seasonal 
variations in statistical time series is and probably will remain 
far from accurate solution. But this fact does not condemn the 
effort in that direction or invalidate the improvement of 
economic judgment which comes from recognition and study 
of seasonal fluctuations. One important difficulty arises in 
the selection of a year or period of years for which the 
month to month variations may reasonably be said to repre- 
sent normal seasonal swings not materially affected by un- 
usual changes of a secular character or by exceptional tem- 
porary developments. Furthermore, there are evolutionary 
changes in the seasonal characteristics of some industries over 
longer periods of time due to changes in products, modifica- 
tion of buying habits or improvements in handling and 


MONTHLY 


INDEXES OF SEASONAL 


FLUCTUATIONS 


(4) 
Merch. and (5) 


Wheat Re- (8) (10) 
(1) (2) (3) Miscell. Average  ceipts at (7) Cotton Gasoline 
Building Steel Motor’ Railw al of (1) (2) Primary Cotton Textile Volume of Ne ae Omit- 
Contracts Output Output Loadings oe nd Markets Ginnings Production Retail Trade tion 
Month (1925-28) (1925-28) (1925-28) (1925-28) (4) qd 925-31) (1919-31) (1926-31) (1919-27) © (1926-30) 

January....... 76 104 75 86 85 63 73 102 91 79 
February...... 82 107 94 90 93 59 0 98 86 79 
105 112 119 98 109 54 0 114 102 92 
| ee 112 106 124 101 111 41 0 97 103 100 

| eee 109 100 123 101 108 53 0 107 99 107 
SR RSean 111 92 111 103 104 63 0 100 96 109 
_ Ae aan 104 91 104 100 10 222 0 80 84 119 1 
RS ahi ass 105 96 107 107 104 208 95 89 86 120 
September 108 97 103 111 105 165 350 101 94 110 
October....... 102 101 102 114 105 115 403 99 112 103 
November..... 93 98 75 100 9 90 198 105 108 94 
December..... 93 96 63 89 85 67 80 108 137 88 
ee 36 21 61 28 26 181 403 34 53 41 
Devia- 

re 9.3 5.0 15.5 6.2 A 51.7 108.6 6.2 10.5 11.3 6. 
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processing which smooth out the long term production 


curve. 


HE period from 1925 to 1928, which is used in the first 
five series in the tabulation, is generally considered the 


not culminate until the middle of July, provided an unduly 


high base with which to compare the statistics which will hy 


most satisfactory base for these important general indices 


of business and it is in the light of this seasonal experience 
and expectation that developments in these and similar re- 
lated industries must be judged in the coming weeks and 
months. The figures appearing in column (5) show that it 
is the normal expectation for activity to lessen in moderate 
degree from April to July and then to expand to a secondary 
Present indications are that 
the spring peak this year will fall in May instead of in 
April, but the important point to be realized is that seasonal 
decline is a definite expectation and that its realization within 
reasonable limits should not be construed as failure of the 
recovery impulse or an imminent return to the depths of de- 
pression. The unusual bulge of activity last year, which did 


peak in September or October. 


released in the coming two or three months, and failure g 
this year to follow the pattern of last will not imply an y. 
favorable trend or disastrous consequences. 


E HAVE witnessed during the past few years ny. 

merous demonstrations of the fact that in time of ego. 
nomic stress and periods when important economic chan 
are taking place rather rapidly there may be quite striking 
variations from the normal seasonal pattern, which in larg 
part may perhaps be interpreted as a distortion of the 
seasonal influence as to the time or extent of its application 
due to the universal tendency in human nature to swing 
from one extreme to another and to pass through important 
human cycles such as depressions with something of a reced. 
ing and advancing wave motion. But despite such irregularities 
the seasonal factor must be studied and evaluated as closely 
as possible as a prerequisite of sound economic judgment, 


Erie’s RFC Loans Long Term Debt 


unanimity of opinion for some 

time both before and after the 
formation of the Reconstruction Finance 
Corporation as to the desirability of 
Government loans to the railroads, there 
has been a good deal of head-shaking 
in more recent months over the possible 
long term effects of the $400 millions 
advanced by the RFC to the rail car- 
riers. One has heard not a few pre- 
dictions to the effect that the RFC 
loans will, at some later date, prove to 
have been a long step in the direction 
of Government ownership. These pre- 
dictions were based very largely upon 
the theory that the railroads would not 
be able to support the additional burden 
of debt and that ownership would pass 
to the Government through a process of 
foreclosure. 

It is true that the RFC made some 
substantial advances to several railroads, 
such as the Missouri Pacific, the Rock 
Island and the ’Frisco, which sub- 
sequently came under the administration 
of the bankruptcy courts. It will be 
most interesting to observe how the 
claims of the Government agency are 
settled when these roads are reorganized. 
But the fact that frequently escapes 
attention, and the one which probably 
deserves most emphasis in any estimate 
of the long term effects of the RFC’s 
loaning operations, is a matter which is 
revealed only when sharp differentiation 
is made between the various purposes 


A LTHOUGH there was a striking 


* 


An expansion of $19.7 millions in loans from outside 
sources in the years 1931-1933 has been largely offset by re- 


tirement of long term bonds, leaving the net indebtedness of the 
Erie only 1.2 per cent higher than the amount at the end of 1930. 


for which the loans were contracted. 
Such differentiation shows that a very 
large part of the outstanding RFC loans 
of the railroads really represents no net 
increase in the carriers indebtedness. 
Bond and bank loan maturities have 
accounted for the major portion of the 
advances. In most instances, these ma- 
turities would have been funded through 
the sale of new bonds had bond market 
conditions been normal. If railroad 
credit and the bond market continue to 
show the improvement which has been 
recorded in recent months, it should be 
possible to pay off a large part of the 
railroads’ indebtedness to the RFC by 
the sale of new bond issues. And if 
earnings continue their recent improve- 
ment, the rate of debt retirement from 
surplus funds may surprise some of the 
pessimists, 


Erie Railroad provides a very 
interesting example of the dangers 
of superficial deductions from the record 
of new debts contracted during the past 
three years. Early in the depression, 
the Erie’s funded debt amounted to 55 
per cent of total capitalization. While 
this is by no means a dangerously high 
ratio (the three railroads mentioned 
above as being in bankruptcy trustee- 
ship have funded debt ratios of from 
70 to 72 per cent), it is higher than 
the ideal for railroad capital structure 
and any substantial increase in indebted- 
ness might raise some question as to the 
permanency of the existing capital 
set-up. Consequently the fact that the 
Erie borrowed $19.7 millions from the 
RFC, the Railroad Credit Corporation 


and the banks during the years 1931, 
1932 and 1933 might be regarded as 
disconcerting if there were no offsetting 
factors. 

In the first place, it appears logical 
to deduct $1.9 million from the $38 
millions debt to the Railroad Credit 
Corporation since the former amount 
represents the sum which was paid in 
to the RCC by the Erie and which has 
not been repaid. (The funds received 
and lent by the RCC were derived from 
the freight surcharges collected under 
the marshalling and distributing plan by 
the railroads and turned over to the 
RCC from January 4, 1932, to March 
31, 1933.) The RCC is gradually re- 
paying these sums, canceling repayments 
against indebtedness where, as in the 
case of the Erie, the road is both a 
debtor and a creditor. Some of the 
RCC’s loans are dubious and may never 
pay out 100 per cent. Nevertheless, the 
offset made above seems proper from 
an accounting standpoint. 


URING the year 1933, the Erie 

retired or reacquired $4.8 millions 
of long term bonds either through ma- 
turities or sinking fund operations. 
Similar reductions of debt in 1931 and 
1932 amounted to $5 millions and $48 
millions respectively. Thus, total retire- 
ments for the three depression years 
were about $14.6 millions. Adding the 
$1.9 million offset for the RCC credit, 
and subtracting the total from the 
amount of new debt created in 1931- 
1933, we find that the net increase in 
the road’s indebtedness was only $3.2 

(Please turn to page 159) 
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Cross-section Utility 


A discussion of the unique 
position of Electric Bond & Share 
in the public utility field 


HE earnings statement of 
Bond & Share Com- 

pany covering the twelve 
months ended March 31, 1934, re- 
vealed a net profit of $10.5 millions, 
equal after preferred dividends to 39 cents per share of 
common stock. In the preceding twelve months net profits 
amounted to $12 millions and in the calendar year 1933, 
to $10.7 millions. The decline shown in the most recent 
twelve-month period reflects the reduction in common divi- 
dends by National Power & Light, 2,540,435 shares of which 
are owned by Bond & Share. 

Financial position continues impressively strong. At March 
$1 government and municipal securities and cash aggregated 
$43.9 millions, or sixteen times total current liabilities of 
2.7 millions. Other investments included $70.9 millions of 
short term notes of associated companies, $20 millions of 
Cuban Electric Company debenture 6s, 1948, and $9.8 mil- 
lions of miscellaneous marketable securities. Permanent in- 
vestments in stocks and option warrants of client companies 
had a market value at March 31 of $153.9 millions compared 
with a market value of only $78.3 : 
millions one year earlier and $122.1 


preferred and common stocks as it 
is from this source that the com- 
pany derives the greater portion of 
income in normal times. 

Engineering, construction, finan- 
cial and supervisory services are furnished five client holding 
companies and their subsidiaries while the sixth, American 
Gas & Electric, is provided with financial service. During the. 
pioneer stage of development of the properties, contract fees 
of Electric Bond & Share averaged close to 50 per cent of 
total parent company revenues. However, as properties were 
modernized and extended and earning power of client com- 
panies developed, management contract fees have become less 
and less a factor in parent company earnings. While the 
company does not segregate gross revenues as to sources, 
some $5 millions of the $14.4 millions gross income realized 
in the twelve months ended March $1, 1934, represented 
contract fees. The relative importance of this item in normal 
times is indicated by the fact that on one investment 
alone, ie., American & Foreign Power $7 2nd_ preferred 
stock, the company is entitled to $15.1 millions a year in 
dividends. 


millions at December 31, 1935. 
Electric Bond & Share is free of 
bank debt (client companies have 
bank loans totaling $61.2 millions 
not guaranteed by Bond & Share) 
and has no bonded indebtedness. 
Bond maturities in the system in 
1934 are negligible. However, sys- 
tem maturities in 1935 aggregate 
$36.3 millions, consisting mainly of 
mortgage obligations of operating 
companies. No difficulty should be 
encountered in caring for these ma- 
turities next year, particularly if, as 
is presently indicated, more work- 
able provisions are to be written 
into the Securities Act. 


LECTRIC Bond & Share oc- 

cupies a unique position in the 
public utility field. While it is not, 
in the strict sense, a holding enter- 
prise, it functions as such on behalf 
of holding companies over which it 
exercises working control. The six 
client holding companies which 
comprise the Electric Bond & Share 
system have subsidiaries operat- 
ing in $2 states and in 13 foreign 
countries. Diversified utility serv- 
ices are furnished to upwards of 


CHAIRMAN C. E. GROESBECK 
The Pilot in Charge 


N ADDITION to providing asso- 

ciated companies with technical 
assistance during formative develop- 
ment, the company supplied in sub- 
stantial amount the speculative 
capital to finance their growth. In 
consequence, the portfolio of Elec- 
tric Bond & Share is composed 
almost entirely of common, second 
preferred and preferred stocks and 
option warrants of associated hold- 
ing companies, the majority of 
which occupy highly speculative 
positions. Of the 13 individual 
stocks held in this portfolio, only 
three issues are currently on a 
dividend basis. Present aggre- 
gate annual return this 
portfolio, which has a book value 
of $401.9 millions, is $2.9 millions, 
or less than one per cent. Recent 
market value of $153.9 millions 
compares with a market value at 
the end of 1930 of $760 millions. 
This portfolio contains the secret of 
the drastic decline in market price 
of Electric Bond & Share common 
as well as the decimation of 
earnings. And by the same token 
it provides the basis for a possible 
forecast of this company’s future 


25 million people. During the first 
four months of 1934, electric power 
output (the most important business from the standpoint of 
revenues) of domestic utilities in the Bond & Share system 
averaged some 15 per cent above output in the correspond- 
ing 1933 period, and similar improvement was manifest iit 
other departments. American & Foreign Power is likewise 
feeling the effects of improved economic conditions in foreign 
countries and is also benefiting from international monetary 
developments. Continuation of this trend must ultimately 
result in higher gross revenues and net profits, despite higher 
taxes and rate reductions which have been made as a con- 
cession to lower consumer purchasing power. For a large 
number of operating companies in the system, this improve- 
ment in profits has already materialized. This development 
will not be reflected in earnings of Electric Bond & Share, 
however, until underlying holding companies have developed 
sufficient earnings to permit dividend resumptions on their 


1934 


y prospects. 


HE past four years of turbulent economic and political 

developments have challenged from many angles private 
ownership and management of the public utility business as 
well as the holding company principle. A great deal of this 
criticism was warranted and has undoubtedly served a con- 
structive purpose. But there is no basis for the belief that 
the function of providing utility services is to pass from 
private to public agencies or that the sound holding com- 
panies are to be outlawed. The development of the utility 
business of this country is likely to continue along the same 
lines as in the past and the sound enterprises may be expected 
to share fully in this development. The representation which 
Electric Bond & Share has in the utility industry, both in 
this country and abroad, places the company in a position to 
participate in the prospective growth which must ultimately 
be reflected in earnings and in the market value of the stock. 
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A discussion of an im portant new de- 
velopment in Westinghouse Air Brake 


Or tech- 


nique of railroad- 
ing has made long 
forward strides 
since the early 
1920s despite the 
popular impression 
to the effect that 
railroad operating 
methods have _re- 
mained more or less 
static except for a 
trend toward the 
use of heavier power. The vast impravement in locomotive 
design may have been the most important development, but 
it has been by no means the only major factor working 
toward increased railway operating efficiency. The data 
books contain many evidences of the progress which has 
been made, both on the basis of the results of technical study 
and that of the economy incentive provided by the lean 
traffic years of the depression. 

One of the conspicuous developments has been the trend 
toward longer freight trains. The average number of cars 
per train on the Class I railroads increased from 37 in 1920 
to 49 in 1929. While the average declined to 45 cars in 
1932 because of the slump in rail traffic, this is not to be 
regarded as a definite interruption of the trend. It would 
not be surprising if the average length of the American 
freight train should show a material further increase over 
the next few years since the operation of longer trains 
will be greatly facilitated by installation of the new “AB” 
type of air brake (unless perchance the rail labor union 
leaders should be successful in their efforts to obtain legisla- 
tion prohibiting the operation of trains containing more 
than 70 cars). 


Probable Demand for “AB” Brake 


The need for thoroughly efficient braking equipment in- 
creases with the length of the train but in this respect the 
technical advances have been relatively slow. For several 
years the Interstate Commerce Commission strongly recom- 
mended that brake equipment be made the subject of study 
and experimentation with a view to developing better brakes. 
By 1927 the problems involved in braking a fast freight 
train of 100 cars had been fairly well solved, but maximum 
train lengths had grown until they were well in excess of 
that figure. In more recent years, trains of 150 or more 
cars have been operated and trains of 100 cars or more have 
become commonplace. But the old type “K” brakes were 
inadequate for trains of such length. 

The Westinghouse Air Brake Company, after years of 
experimentation and development work, perfected its type 
“AB” brake in 1933. After thorough tests the brake was 
accepted as standard by the American Railway Association, 
and since September 1 of last year the installation of the 
new type has been compulsory on new freight cars. This 
requirement did not bring much business to Westinghouse 
in the final quarter of 1933 since new freight car installations 
in that period were at an exceptionally low level but in the 
first quarter of the current year orders for more than 15,000 
sets were received. The prospects for the remaining months 
of 1934 have improved greatly. As a result of the sub- 
stantial allocations of PWA funds to various railroads for 
the purchase of new equipment and the rehabilitation of old 
rolling stock, a number of comparatively large freight car 


450 


Profits a 
New Product 


orders have been 
placed. Further. 
more, Westinghouse 
should receive some 
substantial orders 
for the new brakes 
replacement 
purposes as they 
can be installed ad- 
vantageously on old 
freight cars in 
many cases. Sev- 
eral good orders of 
nature 
recently been ob- 
tained. 

The new brakes 
are priced at $145 
a set as against $69 
a set for the old, indicating a wider profit margin for West- 
inghouse. (The brakes are also manufactured by New York 
Air Brake under’ a license agreement.) It is believed that 
the psychological obstacle of the higher price will not create 
any very serious sales resistance if railroad traffic continues 
to improve, since the demonstrable savings effected by use 
of the new brake are considerable. A committee of experts, 
after several months of investigation, reported that in cases 
where all cars in the train are equipped with the new brake 
annual savings of almost 26 per cent on the increased cost 
(as compared with the type “K” brake) should be realized. 

The air brake manufacturing companies have had to depend 
mainly upon orders for new equipment, since the railroads 
have generally followed the practice of “robbing” idle equip- 
ment for parts, especially in the depression years. Until 
the new brakes are universally adopted this practice will be 
impracticable, and a new market for replacement parts, as 
well as whole units, will be opened up. New construction of 
freight cars has been in such small volume in recent years 
and orders for replacement in brake equipment so few that 
it is not surprising that the earnings of Westinghouse Air 
Brake have been small. Following the downward trend in 
freight car construction, Westinghouse showed a decline in 
earnings in 1933, the final report for that year showing a 
net loss of $659,560, which compares with earnings equivalent 
to 46 cents a share for 1932. For the first quarter of 1934, 
the company reported a loss of $271,723. 


Other Earnings Factors 


The more satisfactory volume of incoming business should 
be reflected in subsequent quarterly reports, but it is quite 
possible that earnings for the full year 1934 will not amount 
to a very sizeable percentage of the current market price 
of the stock. The issue is undoubtedly discounting in some 
measure the probable substantial increases in earnings which 
should result from the developments discussed above. Con- 
sequently, the stock’s attraction lies in its long term pos- 
sibilities. 

In this connection it should be noted that other develop- 
ments augur well for the earnings of future years. The signal 
and train control division of the company’s business, carried 
on by its subsidiary, the Union Switch & Signal Company, 
should benefit from expanding business and special develop- 
ments such as the Pennsylvania Railroad electrification and 
the completion of the New York City subway system. The 
recent substantial improvement in the financial status and 
prospects of the City of New York has apparently assured 
the materialization of the expected advances of PWA funds 
for several important city projects including the completion 
of the subways. 

Westinghouse Air Brake’s European subsidiaries have pro- 

(Please turn to page 462) 
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_ , « « The Second of a Series of 
Articles on Annuities and the Investor 


as “the laying out of money in the purchase 

of some species of property for the purpose of 
obtaining a source of income or profit.” Many 
qualifications have been added to temper this defini- 
tion, for an investment is now generally understood 
as an instrument of finance which assures the safety 
of principal and a moderate yield without the as- 
sumption of undue risk. The term, speculation, has 
come to be regarded as the proper description of an 
investment which involves a varying degree of risk 
based on the hope of an abnormal profit either 
through a high yield or by price appreciation. 

A study of the characteristics of annuities leads 
to the conclusion that this form of contract ful- 
fills the requisites of an investment auxiliary which 
combines both the safety of principal and the 
promise of a stable income. In its strictest inter- 
pretation as a contract for the payment of money 
in the purchase of a service which assures an in- 
come, the annuity qualifies for the original defini- 
tion of an investment. But further than this, the 
annuity contract when it is purchased through an 
American Legal Reserve life insurance company 
also fulfills the full meaning of a sound investment 
in that it is guaranteed as to both principal and in- 
terest by a company with proven management and 
ample assets. 

From a technical standpoint the annuity con- 
tract, or the annuity which is combined with life 
insurance, is a practically ideal investment for the 
heart root of any sound investment policy which in- 
cludes all instruments of finance such as savings, 
bonds, preferred stocks and common stocks. The 
life insurance annuity should be the backlog protec- 
tion of the security investment portfolio which can 
be depended upon to resist all adversities and to 
carry the investor through periods of depression 
and panic. 


Te Webster dictionary defines an investment 


What’s Back of Annuities 


UT what is back of the annuity contract as sold 

by the country’s Legal Reserve life insurance 
companies which makes it exempt from the ravages 
of depression and panic? What is this occult power 
that the managements of the largest life insurance 
companies command which enabled them to fulfill 
to the letter every contract with an annuitant 
throughout not only this past depression but the 
several depressions before? When it is realized that 
not one American Reserve life insurance company 
failed during the depression, it must be admitted 
that there are some rather significant reasons for 
this achievement. In fact there are five important 
reasons why: 

1, Management: The life insurance companies 
have the best investment brains in the country, if 
not in the world. Because of the tremendous in- 
vestments made, it is necessary to maintain huge 
staffs to choose and constantly watch securities. 
Only huge companies handling large amounts of 
money can afford to maintain investment service 
of this character. 

2. Supervision: All American Legal Reserve life 
insurance companies operate under state charters of 
special type which require annual reports of con- 
dition. Laws are in effect which limit investments 
to the better grade of securities and require the 
maintenance of special reserves. 

3. Diversification: Life insurance companies prac- 
tice diversification of investments to the nth degree 
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The Investment 
Characteristics 


of Annuities 7 


and why they should be con- 
sidered as an integral part of 
a sound investment program 


and are able to 
do so because of 
the large total of 
their invest- 
ments. Long 
years of experi- 
ence under all 
kinds of condi- 
tions have made 
it possible to ar- 
rive at the best 
plan of diversi- 
fication. 
4. Selection: The 

major funds of life insur- = 
ance companies are invested in 
high grade bonds, sound preferred 
stocks, mortgages and government securities, both 
United States and Canadian issues, usually for the 
life of the security. Thus, though the market price 
of any investment may depreciate temporarily, the 
life insurance company is well fortified to hold on 
until maturity or redemption and is not forced to 
sacrifice at a loss when prices are at an ebb. 

5. Purchasing Power: Because of large invest- 
ment purchasing power, the life insurance com- 
panies usually have the first opportunity to buy 
entire new offerings of the best securities at moder- 
ate discounts because no commissions are involved 
for the distributors or their salesmen. Thus, the 
opportunity is often presented to choose invest- 
ments before they are offered to the public and 
the range and quality of selection, therefore, is 
unusually broad in normal times. 


M ders foregoing reasons summarize the primary 
advantages of the leading life insurance com- 
panies over individual investors and even moderate 
sized finance companies and investment trusts in 
so far as preservation of capital is concerned. But 
security or safety of principal alone does not make 
an investment and an annuity which simply as- 
sured the return of an investment intact would be 
little better than 
a safety deposit 
box. An annuity 
to be an ideal in- 
vestment should, 
in addition, (a) 
yield a fair re- 
turn of stable in- 
come; (b) have a 
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high degree of marketability; (c) have 
value as collateral; (d) have accept- 
able duration and denomination; and 
(e) provide an opportunity for appre- 
ciation in value over a_ reasonable 
period of time. A study of annuities 
in their.various classifications and uses 
reveal that all or part of these advan- 
tages can be obtained at the option of 
the investor, as follows: 

(a) Yield: The average single pre- 
mium or fully paid annuity affords an 
average yield of 3.4 per cent during the 
first ten years, despite the fact that no 
interest is paid during the first two 
- years. However, the yield increases, 
because of compound interest, reaching 
4.3 per cent at the close of twenty 
years, 5.3 per cent in 30 years, 6.6 per 
cent in 40 years and 8.2 per cent in 
50 years. Special life annuities yield 
a much higher return in the event that 
the annuitant lives beyond the age of 
normal expectancy. 


(b) Marketability: Annuities are a 
highly liquid investment for the mini- 
mum cash value of any contract is 
guaranteed in advance and may be 
turned into cash on demand. 

(c) Collateral Value: An annuitant 
may borrow up to the cash value of 
his contract at any time, paying a fixed 
rate of 6 per cent for the money no 
matter how money rates may be at the 
time. 

(d) Duration and Denomination: An- 
nuities can be purchased to suit indi- 
vidual needs as to maturity and are 
sold in units of from $500 upward. 

(e) Appreciation in Value: The an- 
nuity contract becomes more valuable 
through compound interest, as outlined 
in the discussion (a) on “Yield.” 


N SEEKING an ideal form of diver- 
sification, therefore, the investor will 
follow a wisé course in including among 
his holdings a representative amount 


of annuity contracts as a stabilizer to 
offset the possibility of loss in. the spec. 
ulative division of his list. The ques. 
tion of how to fit annuities into an 
already established’ portfolio of stocks 
and bonds in order to assure sufficient 
security as well as a liberal opportu- 
nity for the enhancement of capital wil] 
be discussed in the forthcoming articles 
of this series. 


4a 


NoTE—This is the second of a num- 
ber of articles discussing annuities, the 
following installments of which will 
cover the classification and selection of 
annuities for the investment portfolio 
and the types of annuities which are 
most suitable for the investor. The 
first of this series appeared in the 
April 4, 1934, issue of THE FINANCIAL 
WORLD. 


W hat is leverage? 
How does it affect earnings? 
W bat are leverage stocks? 


in this country and portents of 
gradual retrievement of earnings 
on the part of business enterprises 
have naturally focused attention upon 
those factors which influence the rate 
of recovery in common stock earnings. 
The paramount determinants, of course, 
are potential demand factors which 
chart the course of corporate gross rev- 
enues and prices, costs of production, 
etce., which establish the margin of 
profit. A secondary influence upon 
common stock earnings which is found 
in the capital structures of many com- 
panies functions in a purely mechanical 
fashion. This is the leverage factor 
which arises when corporations are 
superimposed, one upon the other, or in 
cases where a large percentage of cap- 
ital structure is concentrated in senior 
securities, or a combination of both. 


Te genesis of economic recovery 


A Mechanical Device 


The leverage factor is a mechanical 
device in the capital structure of many 
companies which influences the incre- 
ment of revenues available for the com- 
mon stock after ordinary operating 
expenses. It has been employed to a 
very considerable degree by many com- 
panies, notably the utilities, rails and to 
a lesser extent by the steels and the 
oils. It has never become popular with 
the motors, motor accessories, chemicals 
and mining companies. Leverage ob- 
tains in every instance where fixed 
charges, in the form of interest on 
bonded indebtedness and dividends on 
preferred stocks prevail, such items of 
expense constituting an inflexible call 
on income before common stock has a 
legitimate demand on earnings. Such 
charges are practically the only ex- 
pense items in a company’s income ac- 
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count which cannot be scaled down 
during periods of curtailed revenues. 
Interest on bonds must be paid, regard- 
less of the state of corporate revenues, 
if solvency is to be maintained. On 
the other hand, the fixed charge and 
preferred dividend burden does not in- 
crease during intervals of expanding 
revenues. 

For the purpose of illustration, let 
us take a typical example of a company 
where the leverage principle obtains to 
a very large degree. American Water 
Works & Electric is a public utility 
holding company, controlling water 
and electric subsidiaries directly and 
through the medium of the interme- 
diary holding company. At December 
31, 1933, capitalization consisted of 
subsidiary funded debt of $161.4 mil- 
lions, subsidiary preferred stock of $87 
millions, parent company bonds of $23.6 
millions, parent company preferred 
stock of $20 millions and 1,750,888 
shares of common. In 1933 the com- 
pany earned $1.22 per share of common 
after fixed charges and preferred divi- 
dends of $17 millions. Let us assume 
that this company will show a 10 per 
cent increase in gross revenues in the 
current year and a 10 per cent increase 
in operating expenses, taxes, mainte- 
nance, etc. On the basis of these esti- 
mates, the part the leverage factor 
plays in determining common stock 
earnings is clearly shown in the follow- 
ing table: 


How Leverage Works 
1933 1934 
Gross earnings.......... $42,537,436 $46,791,179 +10% 
Operating ex., taxes, dep., 
23,381,243 25,719,367 +10 
Net earnings,......... $19,156,193 $21,071,812 +10% 
Total fixed charges & pfd. 
17,018,876 17,018,876 ...... 
Net forcommon....... $2,137,317 $4,052,936 +90% 
Per share earnings...... 1.22 2.32 90 


It is thus seen that a gain of no more 
than 10 per cent in gross revenues and 
a 10 per cent increase in operating 


Leverage Aid Earnings 


costs, taxes, etc., could result in an in- 
crease of 90 per cent in amount avail- 
able for the common stock. 

Although business recovery may be 
said to have barely gotten under way 
as yet, the leverage principle is already 
reflected in the market prices for a 
number of stocks. Price range since 
1932 for a number of these issues is 
shown in the following table: 


1932-1934 range 


Stock Low High rice 
American & Foreign Power ..... 2 19% 10 
American Water Works. ....... | 43% 
Electric Power & Light......... 234 15% 7% 
1% 10% 4% 


Earnings and market price volatility 
of leverage stocks place them in a spec- 
ulative category, but for those who are 
in a position to assume the risks in- 
volved, they often present attractive 
opportunities for substantial percent- 
age gains during a period of rising 
corporate revenues. 


The Investors’ Platform 


EFORE the investing public 

can feel assured of the exist- 

ence of the fullest measures 
for its protection, THE FINANCIAL 
Wor.p believes necessary, and it- 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more in- 
sistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 

II. Independent Audits 
. Standardized Reports 
. Trading Reforms 


V. Independent Protective 
Committees 


. Full Publicity on Secu- 
rity Offerings 


THE FINANCIAL WORLD 
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Former Ambassador to Germany 
James W. Gerard holds that there is 
a pressing need in this country for a 
national organization of investors. He 
is quite correct in his observation but 
the rub is, how can such an association 
be brought into existence? It is not the 
first time this thought has been ad- 
vanced. Frequently it has been sug- 
gested by other well known and re- 
spected authorities. In fact several 
attempts have been made to marshal 
the interests of our investing classes 
into a cohesive and coordinated force, 
but each one came to naught. 


Orr investors are notoriously indif- 
ferent to their rights. This drawback 
appears to be the insurmountable 
barrier standing in the way of organ- 
izing them into a concrete force in de- 
fense of their constitutional rights 
against confiscation which in various 
forms has threatened them’ under 
the egis of the New Deal. They will 
protest incoherently, and lament 
against what they regard as _in- 
justices, but when approached with the 
suggestion that these abuses can be 
checked only by vigorous and united 
protest only a few out of their many 
thousands will answer the call. 


No CLASS of our population seems so 
inarticulate in asserting its claim for 
proper recognition. Though they can 
exercise a great power in the councils 
of our Government, like a_ sleeping 
mastiff they are ignorant of it and as 
a result they allow themselves to be 
cajoled, threatened and harassed by 
politics and propaganda for their in- 
dolence provides a shining target for 
these shafts. 


Trovcnovur my years of contact 
with investors I have long recognized 
the existence of this situation. Long 
before the current and recent outbursts 
against capital and its abuses, which 
somehow or other can never be sepa- 
rated from growth, I several times 
urged the formation of such a national 
organization as Mr. Gerard now pro- 
poses should be put together, but the 
response to each invitation was so 
neglible as to discourage these efforts. 


W ure not more than a quarter of 
a century ago individual investors 
hardly counted more than a million 
today they are as important a class as 
our workers and our farmers. Our 
investing classes have assumed such 
proportions with us that America has 
become a nation of small capitalists 
who, in the aggregate, constitute the 
real owners of our great public cor- 
porations, public in the sense of the 
widespread ownership of their securi- 
ties. That ownership is further 
widened by the host of life insurance 
policy holders and savings bank de- 
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positors who 
through their 
institutions 
possess by 
proxy the 
ownership of 
the big  busi- 
ness and the large enterprises of the 
nation. 


¥ ET when we look at their strength 
they can be properly called the for- 
gotten men for by comparison with 
the benefits accorded to other classes 
of our population, labor, the farmer 
and the unemployed under the New 
Deal, little attention has been shown 
them. Instead investors have been 
burdened beyond all reasonable bounds 
to provide for most of the necessary 
reconstruction of our economic struc- 
ture. 


I; WILL be contended that some one 
must bear that burden and capital is in 
the strongest position to assume it. As 
reasonable as we may construe this 
contention to be, yet in a representa- 
tive Republic it should not be imposed 
without proper representation. That is 
a legitimate protest that investors could 
file but are unable properly to do so 
because of their lack of organization. 


Disrecarvinc the composition of our 
investing classes, our legislators seem 
obsessed with the belief that all are 
tarred with the evils that have been 
the concomitants of our recent specu- 
lative era, as they are of all such 
periods. For that season and to pre- 
vent their repetition, they believe that 
rigid regulations should be imposed 
upon investment as well as legitimate 
and healthy speculation, which is the 
very life blood of business, for em- 
ployment of capital is as much a busi- 
ness as is a job the assurance of secu- 
rity to a worker. 


I- CAPITAL is to be tethered so it can- 
not move freely into attractive fields 
of employment, then every effort to 
revive industry must fail. Yet this is 
what has already been accomplished by 
our unworkable Securities Act. It has 
effectually dammed up the reservoirs 
of the capital which are so urgently 
needed for our heavy industries. That 
fact is already dawning upon the 
Administration. 


Norw:tustanpinc this error, it is to 
be repeated in the Stock Exchange 
regulation against which little protest 
has been filed by investors although 
they are the principal victims of its 
severe restrictions, for it will dry up 
a free market for their investments 
and a free market is most essential if 
securities are to be attractive. 
(Please turn to page 462) 


Odd Lots 


You can buy a few shares of sea- 
soned stocks in a number of se- 
lected industries as conveniently 
as in the stock of one company. 


That is “diversification” and is a 
wall of protection thrown around 
your security holdings, guarding 
against unforeseen adverse con- 
ditions which may affect one stock 
and leave the cthers as supporting 
pillars of the investment. 


If you would know more baa” the 
advantages of trading in Odd boss 
send for our Booklet F. W 


100 Share Lots 


New York Stock Exchange 
39 Broadway New York 
Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


toe Buohenge 
New Yor. otton Exchange 
Members Chicago Board of Trade 

and other exc 


60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


Our Current Market Letter 


discusses the 
Household Refrigeration 
Industry 
Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges, New York Curb Ex- 
change, Chicago Board of Trade and 
Commodity Exchange, Inc. 
115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa 


M°CLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. Y. Curb Ex. ( Associate) 


67 Exchange Place, New York 


Telephone rer 2-6220 


BRANCHES 
Central Savings Bk. Bidg., 2112 B’way, N. Y. 
71 Vanderbilt Avenue, 
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Passing 


Criticism of the Administration is be- 


Benefits coming widespread and vociferous. It 
S began in a rather timid voice about the 
oon end of February when the new income tax 
Forgotten percentages became known, It gained 


force about March 15 when taxes had to 
be paid, and it has been increasing in volume in recollec- 
tion of that payment ever since. 

Naturally, the complaints come from the 3 per cent 
that pay all the taxes, which were greatly increased with- 
out a compensating increase in personal income. This 3 
per cent is also the employing class, with all that that just 
now implies. The stock market has been floundering 
for two months and has afforded little opportunity for 
extra income with which to pay taxes. The outlook for 
still greater taxation next year is already clearly evident. 

This unhappy picture is responsible for the criticism. It 
is true, most of the President’s experiments have not been 
particularly successful, and such success as was attained 
was fitful and at the expense of taxpayers. Business de- 
clined as promptly as Government support was withdrawn. 
Commodities are dropping again, and the gold plan has 
not come up to expectations. 

But it should not be forgotten, now that we are less dis- 
couraged than we were a year ago, that these very same 
experiments that are now being derided and which indu- 
bitably were costly gave us a sorely needed breathing spell. 
The six months preceding President Roosevelt’s inaugura- 
tion were the darkest period in American commercial and 
social history. Dividends and interest were being passed. 
Business was at a standstill. Few corporations had earn- 
ings. Bankruptcies were common. Banks were closing. 
People in all stations were depressed and fifteen million 
were actually destitute. 


Perhaps, as is now being asserted, President Hoover . 


did think of calling a banking moratorium in October, 1932. 
But it took the courage of President Roosevelt to order it 
done. And it was he who had the fifteen million destitute 
cared for. The previous Administration had suppressed 
the Wickersham liquor report. President Roosevelt’s in- 
sistence brought about the repeal of prohibition, and that 
has resulted in more natural spending than any other oc- 
currence of the past five years. Where a short year ago 
business men wondered where the end would be, today they 
are again talking of their golf scores. They have only to 
compare this quarter’s net with a year ago to be grateful. 


It may be assumed that the recent 
Two speech of Alfred P. Sloan, Jr., president 
Int ti of General Motors Corporation, repre- 
nteresting sented the thoughts of “big business” on 
Lectures the economic and social problems of the 
day. Summarized, Mr. Sloan does not 
believe that the smaller income of the individual American 
is due to the “maldistribution” of the total income but to 
the fact that there is not enough income to distribute. Any 
attempt at a more “effective” distribution, he thinks, will 
end in disappointment, and that the danger point there has 
already been reached. 

He placed the total motor output of cars and trucks for 
1934 at 2,400,000, about the output of 1931. Mr. Sloan is 
opposed to a mandatory thirty-hour week, and while he 
favors the company union he is against the professional 
outside union. The American worker, he said, was no 
longer concerned with his hours of work, but only with his 
pay, and to lower the working hours by law would give the 
individual worker less income, increase the cost of produc- 
tion and add nothing to general consuming power. He is 
not hopeful of good results through tariff deals. England 
and the Continent, he added, have practically ceased their 
imports of American cars. 

A day earlier the New Economics Group founded by in- 
tellectuals like Harry Elmer Barnes, Amos Pinchot, Lang- 
don Post and others, had for their speaker Major C. H. 
Douglas, billed as “the London engineer-economist.” His 
notion of what is wrong with the world is that banks make 
too much money. He proposes “the monetization of all 
bank profits over 6 per cent on paid-in capital.” The sur- 
plus profits are to go toward a voluntary reduction of 
interest on loans and of principal on “overdrafts.” Though 
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Impressions 


By EUGENE KATZ 


it is not quickly evident, the Major thinks that his plan 
would “prevent bankruptcy and, by being able to carry on, 
provide more employment.” ‘ 

But what the world seems to need is an armistice on 
thinking up panaceas, 


Decisions rendered by courts or commis. 


Utility sions in utility rate cases usually show a 
Wi prejudice for or against the utility, which 
ns frequently is the defendant. A _ recent 
Decision decision of the Massachusetts Department 


of Public Utilities, however, shows a clar- 

ity of judgment and dispassionate tone on a par with some 

: the finest writing of the Supreme Court of the United 
tates. 

The village of Saugus and the town of Marblehead, both 
in Massachusetts, sued the Lynn Gas & Electric Company 
for a reduction in rates. Marblehead has a municipal plant 
which the department declared to be inadequate. It can 
only operate ten hours a day. In dismissing the petition it 
was pointed out that if the Lynn company, under present 
economic conditions, were compelled to reduce its rates, it 
would lose money. On the other hand, if a municipality 
attempted to duplicate the Lynn plant; which represents 
an investment of $15 millions, it would lose its citizens 
$295,000 a year. It would lose them a million and a quarter 
a year if it operated under the same load of taxes and 
NRA costs as the Lynn company does. 

The highlights of the decision are that the regulation of 
utility rates is an economic problem rather than a legal 
one, that the earnings of a utility are restricted in times 
of general prosperity and should therefore not be unreason- 
ably impaired in times of adversity. There is no more 
reason for the public to expect a reduction in rates in a 
depression than for the company to expect a reduction in 
taxes. 

The New England States have had longer experience in 
legislation than the rest of the country. It is evident in the 
temperate and logical analyses their courts and commis- 
sions present. It is not so quick as other sections to decide 
and to change. Perhaps that is why a New England bond 
stands next to a Government bond and a bond of the State 
of New York in safety. 


Passage of any reasonable amendments 


Laws That whatever to the Securities Act would be 
ito better for the capital issues market than 
elpe further delay or postponement to the next 
Business session of Congress, with all the nervous 


uncertainties that that would entail. The 
same may be said of the Stock Exchange Control bill. Cor- 
porations, like individuals, have a habit of adjusting them- 
selves to new conditions. 

Washington has not been fooled by the avalanche of 
identically worded communications protesting against these 
bills, for the vast majority came from a few large cities. 
The insurance group furnished the only diversion. As 
buyers almost exclusively of bonds they were sure that the 
Securities Act if not further amended would prove ruinous, 
but they added naively that they were not prepared to com- 
ment on the Stock Exchange bill. 

When the United States went on the gold standard a 
third of the population and more than half of the area were 
sure that ruin would follow. What actually followed was 
a tremendous industrial expansion covering two generations 
and, intermittently, twenty years of unusual prosperity. 
Likewise when the Federal Reserve System was organized 
many believed that its supervision would ruin banking 
and the stock market, yet both expanded and prospered. 
Businesses that depend upon advertising have had larger 
gross sales and net profits since the existence of the Pure 
Food and Drugs Act, the Better Business Bureau and the 
Federal Trade Commission than in the old undisciplined 
days. 

If every competitor is forced to operate under the same 
rules, and no one may say more than the facts warrant, 
all start equal and the one who has the best article to sell, 
and who advances the best argument for its purchase, will 
get the business. Whether bonds or brooms, the selling 
fundamentals are the same. 
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ActpHaseticaLiy-MINDED farmers who have been watching the New Deal for 
agriculture want to know if the Administration began with the AAA, will 
it end its efforts with the ZZZ?—meaning the Zenith in Zoological Zeal. . 

And there are some folks in the cities who want to know how long the New Deal 
can be called “new.” Oh, well, Uncle Sam and Mother Nature are proving 
to be great partners, with a hard winter to stimulate many trades last season 
and now a drought in the southwest to spoil the southern wheat crop—this may 
be bullish on wheat prices, but not on some rail stocks, such as Atchison, Union 
Pacific and Southern Pacific. But what about the Government’s plan 
to control the milk supply by law?—will the cows live up to the curdling code? 
; Speaking of the dairy industry, you will soon hear about “plastic 
cream,” a new product, which is supposed to have a thousand uses and may 
prove to be an important source of additional revenue in time—the oleo-margarine 
makers are worried about it because it is a good substitute for butter. 


W rarrinc PAPER, made entirely of moisture proof Cellophane, will be the next 
material in which you’ll carry your packages home from the grocery and drug 
stores—if the du Ponts can put the idea over. Speaking of things trans- 
parent, you men will soon hear about trousers and slacks which are “next to 
nudism’—made from a new white duck cloth that is both porous and sun- 
absorbent. Incidentally, those who are back-to-nature bent may be in- 
terested in the new “Insecticutor,” an electrified window screen, which kills 
mosquitoes and flies on contact—a painless death guaranteed. General 
Motors may be a larger factor in air-conditioning than many expect—this month 
its Frigidaire division opens a new air-conditioning department with a director 
of air-conditioning education. It looks as though the rails are being 
educated up to knee-action wheels for Pennsylvania Railroad’s new freight cars 
will have knee-action springs on all wheels in an effort to reduce breakage of 
goods in transit. This is a reminder that most of us remember our 
first experience with knee-action wheels—our first ride on a bicycle. 


Srrance, wasn’t it, that the same day New York Steam cut its quarterly 
dividend from 55 cents to 30 cents it was announced that net income for the 
12 months ended March 31, 1934, had shown an increase of 12 per cent over 
the same period of 1933—utilico-politico window dressing? It is said 
that the change of management means a New Deal for Madison Square Garden— 
but don’t be surprised if New York’s biggest indoor arena goes in for horse 
racing soon now that betting has been legalized in the State. All this 
talk about national and state lotteries seems somewhat absurd at a time when 
the Federal Trade Commission is issuing ‘‘cease-and-desist” orders against the 
penny candy manufacturers forbidding the use of prizes in pushing their wares 
on the youngsters—but wait until they grow up. . The New York Stock 
Exchange has been called the world’s largest gambling place, but just imagine 
a billion-dollar lottery in this country with tickets at a quarter apiece. 


J OHNSON & JOHNSON, the bandage boys, are finding new markets for their 
“Drybak” adhesive plaster in suggesting that the public use it to send coins 
through the mail—but aren’t you likely to get stuck that way? This, 
however, has nothing on the air service which permits you to radiophone from 
the airplane your order for a meal at the next airport. After working 
all these years to make the Pullman sleeping cars quiet, the next step will be 
to equip each berth with a pair of radio earphones to sing you to sleep—more 
business for the radio manufacturers. Incidentally, a great many 
motorists have practically eliminated the backseat driving scourge by buying 
the Mrs. an auto radio for her own use in the rear of the car. 


Russia is opening a new chain of stores modeled after the Woolworth 5-to-20- 
cent stores—they have red fronts, of course, are called ‘““Amerikansi Bazars” and 
sell merchandise at from 5 kopeks to 1 ruble—the official value of the ruble is 
about 80 cents. . Incidentally, the Russians are building a tower taller 
than the Empire State Building—maybe they heard that the Empire State Build- 
ing has taken in as much as $100,000 a month from rubbernecks of the sight- 
seeing variety. Those who go in for dangerous sights may be in- 
terested to know that there were over 300,000 eye accidents last year, accounting 
for 20 per cent of all industrial accidents. The newspapers are report- 
ing that our tax burden is nearly as heavy as Britain’s—well, it won’t be long 
before Uncle Sam outdistances John Bull in just another ‘endeavor. 

Speaking of heavy burdens, that “heavy water” which you hear about costs 
$10,000 a pint (95 proof)—wait until the liquor dealers hear about this. 
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POWER STOCKS? 


—some new viewpoints of 
urgent interest to public 
utility investors. 


Another MARKET 
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months ahead. 
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we These reviews were written 
immediately preceding closing 
time of this issue. 


Affiliated Products 4 c 


Each earnings statement of Affiliated 
Products which appears makes it more 
and more evident that Louis Philippe 
made an excellent bargain when he 
decided to sell out his company to the 
consolidation of cosmetic companies 
back in June, 1930. In 1931 the 
merger which formed Affiliated Prod- 
ucts earned $2.63 a share, but this 
was only the beginning of the decline 
for only $1.67 a share was reported 
in 1932 and in 1933 another slump to 
98 cents a share was shown. Now the 
first quarter report for this year dis- 
closes 25 cents a share, against 42 cents 
a share in the first quarter of last year. 
Mr. Philippe was president of the 
- original consolidation and owned 120,- 
000 shares. Today he holds only five 
shares and is substantially interested 
in the liquor business. 


First quarter earnings for Allegheny 
Steel continued the profitable opera- 
tions of the final months of last year; 
future profits depend on auto activity. 


American Tel. & Tel. 4 A 


It is beginning to look as though the 
decision in the Illinois Bell Telephone 
case has struck quite deeply at Ameri- 
can Tel. & Tel. In some quarters it is 
believed that this unfavorable decision 
may pave the way for other similar 
legal difficulties which may in turn 
provide the straw that could break the 
back of an unbroken dividend record. 
Holding that the financial history of 
Illinois Bell Telephone “repels the sug- 
gestion that during all these years it 
was suffering from confiscatory rates” 
the United States Supreme Court, in a 
decision by Chief Justice Hughes, re- 
versed the decision of the lower Federal 
Court and sustained the Illinois Com- 
merce Commission order of 1923, re- 
ducing rates for telephone service in 
Chicago. Under this decision the tele- 
phone company is ordered to reduce 
rates and refund about $18 millions of 
impounded funds representing the dif- 
ference between the old rate and the 
reduced rate. The fact that it has 
taken ten years to settle this case will 
not discourage other states from mov- 
ing for rate reductions, but it is prob- 
able that business recovery will lend 
a hand to increase the telephone busi- 
ness sufficiently to offset further rate 
cuts before they become effective. 


Anchor Cap is just as well satisfied 
that it has not expanded its beer bottle 
cap business, in view of the substantial 
gains in first quarter earnings. 
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Atlas Powder 4 B 


On a net gain in sales of 81 per cent, 
Atlas Powder reported earnings of 92 
cents in the first quarter, as against a 
deficit of 58 cents in the like period 
last year. Financial position is strong 
with net working capital equal to more 
than $35 per share at the end of the 
quarter. The relaxing of certain pro- 
visions in the Securities Act may tend 
to create a revival in the mining in- 
dustry to which Atlas sells powder, but 
quite probably any sustained demand 
from this source will await a firmer 
price structure for metals. Other lines 
are holding up well, particularly the 
lacquer and artificial leather divisions. 


The president of Canada Dry blames 
his company’s slow progress on “cha- 
otic conditions governing the alcoholic 
beverage trade.” 


Caterpillar Tractor 4 B 


With net sales showing steady im- 
provement in the first three months 
of the current year, Caterpillar Tractor 
earned 42 cents per share against a 
loss of 16 cents a share last year. 
Redemption of the note issue on April 2 
will result in a net annual saving in 
interest which amounts to 13 cents per 
share of common, and the company has 
remaining more than $1.3 million in 
cash. Company’s expenses are well 
controlled now that the manufacturing 
activities have been concentrated and 
earnings should benefit appreciably 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 
Artloom 
Atlas Powder 
Bayuk Cigar 
Bon Ami A 
California Packing 
Canada Dry 
Columbian Carbon 
Cream of Wheat ; 
Federal Screw Works.... 
Granite City Steel 
Hershey Chocolate 
Link Belt 
Kelsey Hayes 
Kelsey Hayes B 
National Tea 
Peoples Drug 
Procter & Gamble 
Radio Corp 
Scott Paper 
Stewart Warner 
United Amer. Bosch 


PREFERRED 
C+toC 
Atlas Powder 
Bayuk Cigar 
Collins & Aikman B 
Commonwealth & Southern.C 
Crown Cork & Seal B 
Loew’s 
Radio Pfd. A 
Radio Pfd. B 


+++ ++ 


+ 


% The ratings used are taken 
from The Financial World 
Independent Appraisals. 


from a moderate increase in_ sales, 
The current dividend is being covered 
by a wide margin, but increased pay- 
ments may have to await the replenish- 
ment of the cash position. 

City Ice & Fuel is ready to take advan- 
tage of the seasonal bulge in beer sales, 
but the test will come during the sum- 
mer, when competition is keenest. 


Childs 4 D+ 

The earnings benefit which Childs 
was expected to derive from the dis- 
tribution of wines and liquors has not 
yet materialized to any great extent. 
In the first quarter of the current year 
gross sales and rentals increased 9.1 
per cent over last year, but higher 
costs resulted in an earnings deficit of 
19 cents a share as compared with a 
loss of 17 cents last year. Expenses 
in the first quarter were 94 per cent 
of gross, which is a considerably higher 
ratio than for most restaurant chains. 
The number of meals served and the 
average check per customer have both 
declined slightly, but the unfavorable 
showing is more directly due to higher 
wholesale prices for food. 


As predicted on this page in the last 
issue, Columbian Carbon increased its 
annual dividend rate to $3 from $2. 


City Stores 4 D+ 

Although no definite plans for meet- 
ing the $10 million note maturity of 
City Stores has yet been presented, the 
banks have granted a further extension 
from May 1, and meanwhile some 
method for funding the issue is being 
prepared by the directors of the com- 
pany. Operations in the fiscal year 
ended January 31, 1934, resulted in a 
deficit of $750,000, as compared with 
a loss of $1.8 million in the preceding 
vear, but this showing was largely due 
to the substantial deficit incurred in 
the first six months. Financial posi- 
tion on January 31 was less favorable 
than a year previous, since cash de- 
clined $1.5 million and notes payable 
increased $720,000. 


The dividend meeting of the directors 
of Eastman Kodak on May 9 may re- 
sult in an increase in the $3 annual 
dividend. Eurnings for 1933 equalled 
$4.76 a share, 


Kelvinator 4 c+ 


Due to the delay in getting into 
production in the closing months of 
last year, Kelvinator’s profit of 28 
cents per share in the first quarter 
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may be a somewhat distorted picture 
of actual operations. However, the 
company has made considerable prog- 
ress in strengthening its competitive 
pesition in recent ; ears, and shipments 
have been well maintained. Introduc- 
tion of an air conditioning unit has not 
been abandoned, but it is believed that 
the company will await further cvi- 
dences of a revival in the construction 
industry. Increased wage scales led to 
the recent adoption of higher prices in 
the cheaper refrigerator models, al- 
though the increases were nominal and 
should not seriously affect sales volume. 


The broad price cut by Industrial 
Rayon may be followed by other rayon 
manufacturers—hardly a bullish devel- 
opment for the rayon stocks. 


Loew’s 4 B 
The announcement that Western 
Electric (98 per cent owned by Ameri- 
can Tel. & Tel.) had disposed of about 
164,000 shares of its total holdings of 
264,000 shares of Loew’s common stock 
occasioned som2 surprise as the price 
of the stock has fluctuated little in 
the past two months and is still within 
striking distance of its high. The ex- 
pectation of good news in the Loew 
situation probably abetted the distribu- 
tion of the stock for there has been 
a large demand for the shares } 
from investors. The earnings report 
for the 28 weeks ended March 15, 1934, ‘ 
fulfilled the hopes of most stockholders 
for it showed $2.38 a share earned, 
against $1.04 a share in the same 
period of last year. And the stock- 


holders were also interested to know 
retain the balance of its 100,000 shares 


of Loew’s in the hope of getting higher 


prices for its remaining holdings. T A K E Cc A R re) T A M L ? 


Increased demand for its products is 


reflected in the report that Minneapolis- No! If anything should happen to _It takes a big load off a man’s mind, 
0 igarwoed may reopen its Elkhart, | Daddy she has three alternatives: yet is light on his purse. It guaran- 
» plant. (1) She could try to find a job tees a liberal income to the surviving 
National Dairy Products4 C+ —and let somebody else be 
While the milk and cream situation their mother. after which the face amount is payable 
in the dairy industry may be somewhat (2) She could look to relatives, to the mother for her own support. 
sour National Dairy is continuing to friends or organized charities Booklet mailed on request. 


forge ahead in its Kraft-Phenix Cheese 


division. So great has been the de- @) = i ae 
mand for the new cheese specialties e could maintain the home 
and Miracle Whip salad dressing, re- and keep the little family THE EQUITABLE 


cently introduced, that the company . ” - 
plans to spend over $500,000 for ex- together— if “Daddy 


panding present plants. New additions adequate life insurance. LIFE ASSURANCE, 
are to made to the Kraft plants at The Equitable’s — Family i, LIFE ASSURANCE 


SECURITY — PEACE OF MIND 


Denison, Texas, Atlanta, Los Angeles, 1 
Huntington, Decatur and Kendallville, | come Policy protects a fam- 
Ind., and a new model mayonnaise and | jly during the critical period SOCIETY 


cream cheese factory will be built at 7 
Jersey City. Employment throughout when the children are young. 


the company’s cheese plants has in- 


creased from 30 to 483 per cent over = OF THE U. =: 
last year. 3 


MUTUAL — COOPERATIVE 


NATION-WIDE SERVICE 


New high prices for Peoples Drug 
Stores are due not only to the fact that 


the stock was a laggard—earnings this The EQUITABLE Life Assurance Society of the United States - 
year are expected to exceed $6 a share. Thomas I. Parkinson, President. 393 Seventh Ave:, New York, N. Y.~ ~ “~~ 
Kindly mail booklet explaining your Family Income*Policy.. ; 
R.C.A,. 4 Cc 
An overwhelming majority of the NAME #2 


stockholders of Radio Corporation of 
America at the annual meeting of the 
company last week signified their ap- ADDRESS ae 
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ACE STOCK 


in the Largest 
Luxury 
Industry? 


The largest luxury Industry has 
only begun to swing back to 
prosperity. 

Ace Stock of this Industry—still 
attractively priced—is ready to 
flash into the Wall Street lime- 
light again. 


The Company has an outstanding 
record of earnings during the 
depression . . . Strong Finan- 
cially . . . Conservatively Cap- 
italized . . . Efficient. 


Our new Report on this Stock is 
@ concise analysis of these and 
other vital facts. It's FREE! 


Mail The Coupon Today! 


WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S. WINCHESTER, Pres. 


WINCHESTER .. . MASS. 


Send me your latest 
MARKET INDEX — its 
pat on “ACE STOCK 
THE LARGEST LUX- 
URY INDUSTRY.” 


What 12 Stocks 
Do Experts Favor? 


poner ape the past four weeks the 
stock recommendations of leading 
financial authorities have centered about 
12 issues. The names of these favored 
stocks, the prices at which they are 
recommended, and the number of serv- 
ices which have advised their purchase 
are given in the current UNITED 
OPINION Bulletin. 

XPERIENCE has shown that stocks 

recommended by three or more 
financial experts almost invariably show 
better than average appreciation. 

O introduce to you the UNITED 

OPINION method of stock fore- 
casting—so successful during the past 
14 years—we shall be glad to send you 
without obligation this list of 12 out- 
standing stocks—a list available through 
no other source. 
Send for Bulletin FW-81 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston , Mass. 


ANNUITIES 


Yield 5% to 15% 
According to Age and Sex. 
Guaranteed By a Strong Life Insurance Company. 
Send for explanatory booklet, stating date of birth. 
MARK GROSKIN 
11 West 42nd St., N. Y. C. Tel. Penna 6-3777 
Member of Life Underwriters Association of New York City 
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proval of all salaries paid to officials 
as well as to other acts of the manage- 
ment. Those who came to cry re- 
mained to cheer when it became known 
that no bonuses had been paid to 
officers in the years 1930 to 1933, and 
that in prior years executive salaries 
had never amounted to more than 
around one per cent of net income. It 
was announced at the meeting that 
operations are now in the black. A 
profit equal to $1.04 a share on the 
$5 no par preferred B stock was earned 
in the first quarter of this year, against 
a loss of $1.19 a share in the same 
period of last year. 


Texas-Gulf Sulphur is once more being 
mentioned as a likely prospect for an 
increased dividend. 


Schenley Distillers 4 C+ 


The publication of the official report 
of Schenley Distillers for the period 
from July 11, when the company was 
formed, to December 31, 1933, shows 
that the management must have found 
a few more adjustments necessary as 
the earnings of $3.35 a share are 
smaller than the $3.81 a share which 
appeared in the preliminary statement. 
The statement in connection with the 
report that “no provision has been 
made in the balance sheet for the Com- 
monwealth of Pennsylvania floor tax 
of approximately $8.15 millions on 
liquor since it is considered 
by the company that such tax is offset 
by contracts for the sales of whisky 
to the Commonwealth” appears to 
confirm the rumor that Schenley has 


not yet received payment for the 
supply of liquor which the State has 
purchased. According to the gossip 
around the Street, both Schenley and 
National Distillers have a substantial 
amount of accounts receivable from 
Pennsylvania which have been uncol- 
lectable thus far and both companies 
have suffered rather sharp reductions 
in cash because of the necessity of 
financing this large amount of business, 
It is expected that some means will be 
taken soon to work out a plan for the 
payment of the account, but meanwhile 
the possibility of dividends on either 
stock is quite doubtful because of lack 
of actual cash. 


British holdings of U. S. Steel common 
are the largest in eleven years, indicat. 
ing that John Bull must be bullish. 


Westvaco Chlorine B 


Increased activity in the paper and 
pulp industries and a stable demand 
from rayon companies in the earlier 
months permitted Westvaco to show 
earnings of 43 cents per share in the 
first quarter, as against 20 cents for 
the March, 1932, three months. The 
present uncertainties in the textile field 
may result in lower takings of chlorine 
and caustic soda, but the declines in 
these lines may be largely offset by 
improved demand from other important 
customers. The contract with a sub- 
sidiary of Union Carbide has three 
more years to run and assures a steady 
demand for a substantial proportion of 
the company’s output. Also, the price 
of chlorine is somewhat higher than it 
was last year. 


Credit Reservoir Overflowing 


HEN discussion sets in this early 

regarding an excess of credits as 
laying the groundwork for excessive 
speculation unless provisions are taken 
now to prevent its development, it is 
like watching a hound that has scented 
a bone many miles away. The scent 
may be pleasant and more or less antici- 
patory of a feast, but before it can be 
reached and partaken of the pangs of 
hunger increase. 

For nearly four years we have been 
told of an excess of credit, but little has 
it accomplished in reducing the force of 
depression. The reason was simple 
enough. It is but an addendum to the 
widely discussed argument that the 
country was suffering from overproduc- 
tion. Indirectly this implied a lack of 
purchasing power. The same thing holds 
true of credit. Good borrowers are 
scarce for they will not use credit un- 
less they are certain of being able to 
employ it profitably and the other kind 
of borrowers only dissipate credit be- 
cause of their inability to repay it. 

It is conceded that our base of credit 
has expanded so rapidly that it could 
easily result in an excess of speculation 
but that excess need not be confined to 
the stock market. It can go into real 
estate or into industrial expansion, with 


similar unsettling results. That hap- 
pened with the Florida real estate boom 
and minor boomlets of similar character. 
Therefore all this talk of raising barriers 
against excessive speculation in the se- 
curity market is but another sign that 
the baiting of our security markets has 
not yet come to an end. 


Avery Confutes 
His Critics 

HAT was so freely proclaimed as 

a hot contest for the control of 
Montgomery Ward & Company turned 
out to be the fizzle THe Financiab 
Wor.p intimated it would. However, 
this fight, promoted and zealously car- 
ried on by Joseph Zook, had the good 
result of bringing to the meeting a 
large representative body of stockhold- 
ers to learn personally what all the 
shooting was about, and what they 
heard impressed the majority that there 
was more smoke than fire. 

After Sewell Avery, the president and 
the principal target for most of the 
opposition’s criticism, started to ex- 
plain the real picture of the progress of 
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the company under his capable man- 
agement, little protest remained con- 
cerning his salary and his option on a 
block of stock. It was apparent that 
his services entitled him to all these 
compensations. 

The weakness in the minority’s fight 
for a change of control was, as THE 
FinanctaL Wortp pointed out, its in- 
ability to offer a substitute management 
more capable than that now supervising 
Montgomery Ward. It is one thing to 
criticize and another thing to support 
criticism with a more constructive pro- 
gram. That point was well brought 
out by a small stockholder from an in- 
terior Illinois village who said that “this 
is no time to experiment with an organ- 
ization which is on the upgrade,” which 
is but to say in another way that the 
resent control had performed a good 
job. 


ERIE’S RFC LOANS 


concluded from page 448 


millions. This is an increase of less 
than 1.2 per cent over the indebtedness 
shown in the 1930 balance sheet of the 
Erie. Considering the extremely diffi- 
cult situation created by the economic 
disturbances of the times, the net in- 
crease in the road’s debt may be re- 
garded as very small and is by no means 
alarming. 

A recent balance sheet of the Erie 
shows a rather restricted working capital 
position, with current liabilities $5.3 mil- 
lions in excess of current assets. How- 
ever, this is because of the inclusion of 
$2.7 millions RFC loans, $3.8 millions 
RCC loans and $2.5 millions bank loans 
under loans and bills payable. The in- 
clusion of the first two items under 
current liabilities may be approved as 
conservative accounting and, of course, 
the bank indebtedness is traditionally 
carried under that heading. But there 
is every reason to believe that all of 
this indebtedness can be extended, in- 
cluding the $2.7 millions portion of the 
RFC debt which falls due on May 31. 
Considering these items as other than 
short term debt, the road’s working 
capital position is quite comfortable. 
Cash amounts to over $5.7 millions, 


which is quite adequate for current 
needs, 


fb Erie reported a net profit of 
$531,528 for 1933, which contrasts 
with a loss of $3.1 millions shown for 
1932. The record for 1934 to date in- 
dicates another sharp improvement in 
profits. Net railway operating income 
for the first three months was $3.8 mil- 
lions, which compares with $1.4 million 
in the first quarter of last year. Erie 
refunding and improvement mortgage 
bonds appear attractive as a “business 
inan’s investment,” while the preferred 
and common: stocks have interesting 
long term possibilities as speculations. 
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You May Now Subscribe to 


Gartley’s Daily Stock Market 


Data Service 
Data for 


BAR CHARTS — LINE CHARTS — FIGURE CHARTS 


This new and comprehensive daily service, mailed each night to all 
subscribers, is designed to supply all the essential tabulations and data 
for stock market students, traders and investors. 


This service, covering 5 pages of daily computations on stock price 
movements and phenomena, is considered the most extensive and 
complete compendium of practical data ever assembled for chart 
students and market observers. 


HERE ARE A FEW OF ITS ESSENTIAL FEATURES: 


1. 


Daily, weekly, monthly range ‘on the following averages: 
Standard Statistics New York Herald Tribune 


Dow-Jones New York Times 
Hourly Dow-Jones stock and « dity ges as well as half-hourly 
Gooden industrial averages (including moving average computations). 


Daily moving average data. 
Dow-Jones Bond averages. 
15-Stock index at 20-minute intervals. 


Breadth-of-the-market data (number of stocks traded; new highs, new lows, 
number of advances, number of declines, etc.). 


Daily price movements of 46 important stock groups showing trend of groups 
compared with the market. 


Daily data concerning commodities, including wheat, corn, cotton and silver. 


Daily, weekly and monthly volume and price data covering 226 important 
stocks, including individual volume, volume compared with the market, 
open, high, low and close; mo cSmpared with 

net changes. 


FIGURE CHART DATA on 226 stocks, including one-point moves on 118 
stocks; one-half-point moves on 85 stocks; and one-quarter-point moves on 
23 stocks. Also one-point moves of the averages. 


—From the simplest to the most advanced study of the stock market, Gartley’s 
Stock Market Data offers a permanent record of stock market facts in digested and 
refined form which is the last word in an inclusive, practical and invaluable data 
service. 


—Each market day you will receive this Daily Data Service, and in addition 52 
weekly and 12 monthly Summary Recapitulations—a total of more than 365 mailings 
during the course of a year, composing 1,800 pages in all, with more than one 
million computations . . . at a price of approximately 13¢ a day (including postage). 


—tThis is considered by many authorities to be the most comprehensive service for 


the 


most sensationally low price ever offered in the field of stock market data. 


—Send today for pamphlet giving a thorough description, which will also include a 
sample copy of Gartley’s Stock Market Data without obligation. 


In replying specify Market Data 


H. M. GARTLEY, Inc. 


76 William Street New York 
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RECORD OF 


EARNINGS 


Affiliated Products 


Childs Company .. 
Columbian Carbon . 
Consolidated Cigar . 
Crown Cork & Seal. 
Federal Screw Works. . 


EARNED PER SHARE 
ON COMMON STOCK: 


Glass . 
Hershey Chocolate . 
Household Finance . 


Oil 
Tilinois Bell Telephone. 
International Cement .. 


Monsanto Chemical 
Moto Meter Gauge & Equipment... . 0.26 nil 
SOC 0.76 0.13 on second preferred stock. 


3 Months to March 31 EARNED PER SHARE 
1934 1933 


3 Months to March 31 
1934 


ON COMMON STOCK: 1933 
Addressograph-Multigraph ......... 0.15 nil Peoples Drug Stores............++ $1.64 $0.59 
0.38 nil Seaboard Oi] (Del.)............. 0.29 0.24 
American Commercial Alcohol...... 2.65 0.39 0.15 p0.53 
American Zinc, Lead & Smelting.... pl.13 nil 0.07 nil 
0.40 0.02 Stewart-Warner 0.13 nil 
ceeneen eve 0.31 0.04 Tide Water Associated Oil. 0.08 nil 
ome 0.05 nil Tide Water Oil......... 0.35 nil 
a2.26 a2.31 Timken Roller Bearing. ....... 0.53 nil 
p0.09 p0.24 United American Bosch........... 0.21 
1.03 0.42 United-Carr Fastener ............ 0.65 nil 
Consolidated Gas of Baltimore..... 1.21 1.05  Westvaco Chlorine Products........ 0.42 0.19 
0.35 nil Wrigley, Wm., Jr 0.93 0.90 
0.20 nil Yale & Towne 0.04 nil 
2.06 nil Yellow Truck po.05 * nil 
0.10 nil Young Spring & Wire 0.75 0.02 
6 Months to March 31 
Grand Union Company............ ro oe Canada Dry Ginger Ake............ 0.50 0.18 
1.64 0.76 28 Weeks to March 15 

+e | 16 Weeks to April 21 
0.10 nil Parity Bakeries 0.09 0.15 

0:08 July 11 to December 31 
0.70 0.42 Schenley Distillers 3.35 eee 
Steel Products.......... $0.74 nil a on Class A stock. 


Se erat ee 1.56 0.69 ¢ on combined Class A & B shares. p on preferred stock. 
preferred 


t on Class B preferred stock. § on first 
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TO: 


SUMMER VACATION 


ADVERTISERS 


If you operate a rail- 
road, air service, 
steamship line or 
hotel you should 
know this fact... . 


One hundred thou- 
sand persons, who 
read The Financial 
World mainly be- 
cause they have sur- 
plus funds for in- 
vestment, will soon 
be planning their 
summer vacations. 


Whether you are 
selling seashore sun- 
shine or mountain 
air, weekend or 
world cruises, you 
can get your share of 
this business at low 
cost. Let us give you 
the facts. Send for 
your copy of “‘Facts— 
Not Theories.”” Ad- 
dress: Advertising 
Dept., The Financial 
World, 53 Park 
Place, N. Y. 


Why Wait Any Longer? 


Learn what controls market 
action and price movements. 


See how you can protect your 
capital and accelerate its growth. 


Send for booklet FW-29b 


AW Wetsel Chrys! 
Advisory x x Building 
Service, Inc. 2 @ New York 
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A Sound Rail Bond for Investment 


An outline of the position of Western Maryland 
5s. series A, 1977 as a conservative bond investment 


LTHOUGH portions of the bond mar- 
ket have receded slightly from the 
recent highs, reflecting a more cautious 
attitude on the part of investors, there 
are no signs of a diminishing interest in 
bonds of a better grade. Huge surpluses 
of liquid funds have been amassed by 
financial institutions and the investing 
public which will eventually seek con- 
servative opportunities, and with further 
indications of increased industrial activ- 
ity, selected issues appear to offer favor- 
able prospects at the present time. The 
Western Maryland 51s series A due in 
1977 seem attractively priced at the pres- 
ent time and may be considered for the 
liberal yield which the bonds offer. 
Serving the bituminous coal areas of 
West Virginia, with valuable traffic con- 
nections into the Pittsburgh and Great 
Lakes districts, the Western Maryland 
is dependent to a large extent upon the 
rate of activity in the steel and other 
heavy industries of the Eastern section. 
Earnings responded promptly last year 
to the improvement in general conditions 
and the gain has been continued at an 
accelerated pace during the first three 
months of the current year. The Balti- 
more & Ohio owns virtual control of the 


road through the holding of some 43 per 
cent of the outstanding stock and it 
seems probable that eventually the 
Western Maryland’s railroad lines will 
be an important part of a Baltimore to 
Great Lakes route in the future. 

The series A 5s are issued under the 
first and refunding mortgage, with $19 
millions principal amount outstanding. 
The issue is callable at 105 after 1937 
and thereafter on a decreasing scale to 
maturity. Total fixed charges were 
earned 1.29 times last year, which is the 
same margin reported in 1931. In 1932, 
charges were earned 1.19 times. Finan- 
cial position is fairly good with total cur- 
rent assets of $4.4 millions on February 
28, 1934, as compared with total current 
liabilities of $3.3 millions. The company 
is not indebted to any Federal agency, 
and there are no important maturities 
before 1952. 

Selling at a recent price of 94, the 
series A 51s offer a yield of 6.14 per cent 
to maturity and a net current yield of 
5.85 per cent per annum. The issue 
seems well secured by earnings and asset 
position and offers an attractive income 
with moderate possibilities for capital 
appreciation over the longer term. 


General Electronics’ Newest 
Ground Floor Opportunity 


ELL, well, well, and the deeper 

the well the better, seems to be 

the prime effort of General Electronics 
in finding new lows in ground floor, rock 
bottom opportunities. This $5.9 million 
corporation which values its patents and 
subsidiary investments at $5.6 millions, 
leaving a bare net of $300,000, is sadly 
in need of working capital, and not sur- 
prising it is, for cash in the treasury 
amounts to a paltry $49,888 despite the 
fact that over 2.2 million common shares 
have been distributed to the public at 
$1 each and upwards, whenever possible. 
General Electronics has tried most of 
the tricks of high finance to keep the 
money rolling into its till, but it would 
appear that the management has been 
curbed from further new financing 
methods by the Securities Act for it is 
now resorting to the sale of its treas- 
ury stock and its holdings of the old 
Shortwave & Television. In a letter 
dated April 16, the management 
“agreed” to sell its treasury stock at 50 
cents a share “until April 17” after 
which date the price was raised to $1 a 
share. On July 1 the company “plans” 
to raise the price to $2.a share. Of 
course, the company has “fortunately” 
acquired some new patents covering fog- 
piercing eyes, daylight lighting, radio 
typewriting and “similar developments” 


to add to the promise of television 
which has been used as the primary 
lure for the past couple of years. And, 
can you imagine, the company has set 
its figure at $5 millions and it is be- 
lieved by the management that “these 
patent rights are worth it.” 

Those who have already been nipped 
by either General Electroaics or Short- 
wave & Television will probably not be 
burned again for they are familiar with 
the dubious market history of the shares. 
In its February 8, 1933, issue, Tue 
Financia, Wortp first revealed the 
mercenary record of this situation. In 
May, 1933, the Better Business Bureau 
called attention to it. But not until 
March 20, 1934, were both of the stocks 
stricken from the list of the New York 
Produce Exchange. There is no active 
market for the shares now although one 
or two over-the-counter dealers have 
been bidding 10 cents a share for Short- 
wave & Television and offering same at 
35 cents a share. And, believe it or not, 
this is the same stock that the company 
itself has recently advanced in price 
from 50 cents to $1 a share. It must 
be a “real” ground floor opportunity 
for it is “planned” to raise the price to 
$2 on July 1. Step right up folks, it’s 
a great opportunity to lose your money 
quickly and surely. 
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The Commodity Situation 


TREND OF COMMODITY PRICES 
MOODY'S DALY COMMODITY INDEX .. DECEMBER 31, 1931 100 


120 
100 kg 
1934 
A 
|| 80 — “fon. may June 


mixed prices present a 
more mixed appearance than in 
several months, although aside 
from rubber no pronounced trend has 
developed. The adoption of the rubber 
agreement by the international com- 
mission has buoyed the price of that 
commodity notwithstanding the trade 
in the United States is unlikely to feel 
the real effects of the restriction until 
some time next year. The grain mar- 
kets have entered finally the weather 
phase normal to this time of the year, 
but the first of the seasonal crop scares 
had only a moderate influence upon 
prices, possibly because the existence 
of severe drought: conditions in the 
Southwest was not apprehended until 
it had run almost its course. The re- 
calcitrant attitude of the silver advo- 
cates and of the proponents of inflation 
reencouraged speculative accumulation 
of the white metal and had, too, a sym- 
pathetic influence on cotton. Other 
alae continue rather feature- 
ess, 


ATIFICATION of the agreement 

among the rubber growing inter- 
ests was speeded in official circles by 
both the British and Dutch Govern- 
ments, which are anxious to have the 
plan made operative immediately. 
Whether the United States, which con- 
sumes more than half of the world’s 
rubber, will be represented on the com- 
mittee that will regulate exports is 
uncertain, the producers apparently 
having no inclination to permit Amer- 
ican manufacturers to do more than to 
tender advice or suggestions to the offi- 
cial body, With rubber selling now at 
the highest prices in more than four 
years, it is not improbable that ac- 
cumulation of stocks here will be 
checked, as supplies in this country are 
considered sufficient for the remainder 
of 1933. In the past several months 
our imports have exceeded the cor- 
responding months of last year by more 
than 50 per cent. British manufac- 
turers feel that the pact points the way 
to a larger participation by them in the 
world’s trade in manufactured rubber 
articles, as it will enable them to obtain 
Supplies of crude more cheaply than 
their competitors in the United States. 
Whether the restriction accord will 


prove more workable than the Steven-°* 


son plan, which came to grief 12 years 
ago, is questioned by many factors in 
the American trade, but it is obvious 
that it has been inaugurated under 
much more encouraging conditions than 
the Stevenson method, which operated 
entirely under British auspices. 
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* Adoption of rubber re- 
striction agreement forces 
higher prices but American 
stocks appear ample for re- 
mainder of year, indicating early 
satisfying of demand, .. . Grains 
encounter season's first crop 
scare, based on drought in 
Southwest. . . . Cotton hold- 
ers unwilling to sell at current 
levels, hopeful of early upturn. 


HEAT, and other grains, took 

rather belated notice of the ex- 
tensive Southwest drought, and while 
prices responded with a sharp advance 
the recovery did not carry far because 
of reports in the first few days of May 
indicating that the drought, if not 
broken, had become less of a menace, 
for such rainfall as was reported had 
taken place in the sections most in 
need. Substantial deficiency in mois- 
ture is now reported from thirteen 
states which grow wheat, corn, oats 
and barley, the area covering 125 mil- 
lion acres. Of this it is estimated that 
at least 60 million acres have little sub- 
soil moisture to rely upon and are de- 
pendent almost entirely on the rainfall 
during the next several months. The 
drought conditions, as affecting wheat, 
have been particularly severe in a large 
section of Texas and parts of Okla- 
homa, Kansas and Nebraska, and there 
is a genuine fear that considerable of 
the damage is beyond repair. 


OTWITHSTANDING — somewhat 

encouraging assurances last week 
that better growing conditions were 
being encountered, it is expected that 
the May 1 survey by the Department 
of Agriculture will disclose the neces- 
sity of the department lowering its 
estimate of the winter wheat yield to 
around 480 million bushels. The 1933 
yield of 351 million bushels was the 
smallest in 30 years, although it ran 
almost 30 million bushels over the May 
1 estimate. However, the trend of cal- 
culation this year appears downward. 
Six weeks ago it was believed that the 
winter wheat harvest would reach 525 
million bushels at least, but each suc- 
cessive private and official forecast lops 
off a few million more. 


OTTON has moved sympathetically 

with silver and. grain, and has 
shown little more than casual interest 
in developments that normally might 
be expected to influence its price trend. 
Spot cotton sales have been the smallest 
since the season started, and the un- 
willingness of holders to sell the actual 
indicates a confidence in the early re- 
covery of cotton prices. This does not 
appear to be based upon anything more 
tangible than a feeling in growing cir- 
cles that once calendar progress makes 
further planting impracticable the 
staple will begin to anticipate the de- 
terminable benefits of control. Cur- 
rently, domestic mill buying has eased 
off and the decline in dry goods distri- 
bution is believed to foreshadow a cur- 
tailment in the working schedules of 


LONG PULL 


INVESTORS! 
Check Up With 


This Schedule 


Your list can be materially im- 
proved for the next 12 months 
by recommended changes that 
are published in our | 


Special Investment Bulletin AA43. 


All investors interested in their 
long pull position can thor- 
oughly check and revamp it 
throughout, by adopting the 
policies laid down in this com- 
prehensive LONG PULL Bul- 
letin . . . the 4th so far of the bull 
market's ‘lite. 


40 sound and iiiaadal securi- 
ties are now found to be the 
choice of our experts to fit pres- 
ent conditions. 


A Copy of This’ Remarkable 
Bulletin Free Through a 
Request Addressed to 

4 FENWAY 
BOSTON, MASS. 
GRAIN TRADERS 


We are just as bullish on wheat for the 
long pull as we were bearish in July and 
February. 


At the present time, there are three poten- 
tial bullish factors that could easily bring 
about a major advance in wheat from pres- 
ent low price levels. These factors are 
crop damage, government efforts at acreage 
control and currency inflation, In the event 
all of these factors work together, wheat 
will sell at prices as high as the best prices 
made last Summer. 


Our bulletins of May 7th and 14th discuss 
these price lifting forces in detail. They 
will be sent when issued on receipt of $1.00 
in stamps, currency or personal check. 


AINSWORTH'S FINANCIAL SERVICE 
Box 605 Mason City, Illinois 


Bear Market 
Starting? 


Send for FREE Bulletin FWM-5 


American Institute of Finance 
260 Tremont Street, Boston, Mass. . 


ODD LOTS 


In listed securities carried on 
conservative margin 


Your Inquiries Invited. 


Bungsrombe & Ca. 


Members New York Stock Exchange 
60 Broad St. New York 


WETSEL’S speciar OFFER 


Our weekly bulletin, ‘“‘Market Ac- 
tion,”” is for traders and long-term 
favesters who want to know When to 
Buy and When to Sell leading, ac- 
tive stocks. Recommendations are 
definite and complete. Free sample 
copy on request—or 4 weeks for $1. 
WETSEL Market Bureau, Inc., 624A 
Empire State Bidg., New York City. 
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Dividends Declared 


Regular 

Pe- Pay- Hdrs. of 

Com Rate riod able Record 
Affiliated ......5¢ M June 1 May 17 
American Arch................. Q June 1 May 21 
American Chicle................ Q June 2 June 12 
yo June 1 May 14 
American News. . 25c,bi-M May 15 May 5 


Archer-Daniels Midland... June 1 May 21 
A Q June 11 May 31 
Bamberger (L) 644% pf. van June 1 May 15 
Bigelow-Sanford Carpet pf.. $2 + June 31 May 10 
Bridgeport Gas Light........... 60e Q June 30 June 15 
Q July 2 June 15 
...50e Q July 2 June 15 
Bristol-Myers. ....... ....50e Q June 1 May 10 
Brooklyn Union Gas. $1.25 Q July 2 June 1 
75e June 1 May 21 
75e June 15 May 21 
Clark 20c June 15 May 30 
Columbus Dental Mfg........... $1 Q Apr. 28 Apr. 21 
Connecticut Power........... 621\4¢ Q June 1 May 15 
Crown Cork & Seal pf........... 68¢ a June 15 May 31 
Dayton P- & Lt 6 % pf. ...... ve June 1 May 19 
Diamond Match............... Q June 1 May 16 
Empire Gas & Elec. 6% pf $1.50 8 June 1 Apr. 30 
eS .75 June 1 Apr. 30 

_ 1.50 June 1 Apr. 30 
Oe June 1 May 15 
Q Aug. 1 July 12 

ona Aci Pci Tea....$1.50 Q June 1 May 4 
1.75 Q June 1 May 4 

Great Dredge & Dock... . 25¢ Q May 15 May 5 
Hackensack Water............ 75ec S June 1 May 16 
Q June 30 June 18 
Hires (Chas. E.)“A”............ 50e Q June 1 May 15 
Hollinger Cons.Gold.............5¢ .. May 21 May 4 
Horn & Hardart (N. Y.) pf..... $1.75 Q June 1 May 12 
Imperial Oil, Lid............... 25e S June 1 May 15 
International Petroleum Ltd... . . 56e S June 1 May 15 


Jones (J. E.) Roy Tr, A, pt. etfs 
$500). 


( .. Apr. 25 Mar. 31 
DoB part tr. etfs. ($500).. $4.02 .. Apr. 25 Mar. 31 
DoC part tr. ctfs. ($500).....$9.37. .. Apr. 25 Mar. 31 
Lehn & Fink Products........... 50c Q June 1 May 15 
Q May 15 May 5 
Midland Grocery 6% pf.......... $3 S July 1 June 20 
Mohawk-Hudson Power pt pf..$1.75 Q May 1 Apr. 28 
Norwalk Tire & Rubber pf... . 87l4c Q July 2 June 22 
Parker Rust Proof.............. 75¢ Q May 21 May 10 
....35¢ May 21 May 10 
Pender (David) A... ..8744¢ Q June 1 May 19 
25¢ Q June 1 May 15 
Reeves (Daniel)................ Q June 15 May 31 
Do64% pl. ............. $1.6246 Q June 15 May 31 
Reyneids Metals 25c Q June 1 May 15 
Socony-Vacuum................ .. June 15 May 11 
South Calif. Edison ser A 7%.. Q June 15 May 20 
Q June 15 May 20 
Standard Oil of Cal. . Q June 15 May 15 
Standard Oil of N. S June 15 May 16 
25c Q June 15 May 25 
ARE ae $1.50 Q June 1 May 10 
56e Q May 15 Apr. 30 
pf, ..-$1.75 Q May 15 Apr. 30 
Tide Water Oil 5% ‘pf... RESET $1.25 Q May 15 May 10 
Trunz Pork Stores.............. 25e Q May 10 May 3 
Union Tank Car Q June 1 May 15 
United Biscuit...... Q June 1 May 9 
Q Aug. 1 July 16 
United Carbon. . Q July 2 June 15 
United improvement. Q June 30 May 31 
Q June 30 May 31 
United: Q June 15 May 25 
U.S. Playing Card July 2 June 20 
Virginia Coal & Iron 25¢ June 1 May 15 
Wesson Oi! & Snowdrift ev. pf... . $1 Q June 1 May 15 
Westvaco Chiorine Products... . . 10e Q June 1 May 15 
Accumulated 
Phoenix Hosiery 7% 1 pf...... 87/ec .. June 1 May 1 
Extra 
Bristol-Myers....... 10c .. June 1 May 10 
Great Atlantic & Pacific......... 25¢ .. June 1 May 4 
Hollinger Cons Gold Mines ...... .. May 21 May 4 
Imperial Oil, Ltd............... lie .. June 1 May 15 
International Petroleum, Ltd.....44¢ .. June 1 May 15 
Increased 
Columbian 75e Q June 1 May 15 
Lehigh Coal & Nav............. 25¢ May 31 Apr. 30 
Pillsbury Flour Mills. .......... 40e Q June 1 ay 15 
Timken Roller Bearing.......... 25¢ Q June 5 May 18 
Initial 
Monsanto Chemical........... 125e Q June 15 May 25 
Partial 
Coodyear Tire & Rubber pf....... $1 Q July 2 June 1 
Reduced 
Consolidated Gas(N.Y.)........50¢ .. June 15 May 11 
Cushmans Sons:............... .. June 1 May 15 
30c .. June 1 May 15 
Resumed 
Ford Motor, Canada‘ A”........ 500 .. May 28 Ma 
Stock 
Reynolds Metals.............. 25% .. June 1 May 15 


t For four months ended May 31. 
Following 100% stock dividend. 
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mills unless the trend of new business 
is reversed this month and rapid im- 
provement sets in. 


PTION holders have marketed 

441,000 bales of cotton, according 
to Government figures, leaving 1,943,- 
000 bales in the Government pool that 
cannot be disposed of before July 31, 
unless in the meantime the price of 
cotton reaches 15 cents; which is not 
at all likely. In addition the Govern- 
ment holds approximately 1.5 million 
bales of cotton as collateral for ad- 
vances made to growers under the 10- 
cent plan. 


concluded trom page 453 


In DEFENSE of the Stock Exchange 
bill, its proponents advance the argu- 
ment that if the Government does not 
protect investors they will not protect 
themselves, but will continue to be the 
prey of designing people. That very 
protection, however, can be provided 
by elastic provisions for publicity and 
severe penalties for overt acts of dis- 
honesty without the Government at- 
tempting the function of a regulatory 
authority. That is not the Govern- 
ment’s business, and its theory was re- 
mote from the thoughts of the founders 
of the Republic. 


Ha it been possible for investors to 
have welded themselves into a national 
organization, such zeal for their protec- 
tion as the Government evinces would 
not have become necessary for as the 
real owners of big business they could 
have enforced their will upon those 
whom they entrusted with its manage- 
ment. 


I CAN visualize only one practical 
method by which a national investors 
association will ever become a concrete 
force in our economic life, and that is 
when big business endows such an 
organization. Big business must pro- 


vide that leadership. It never will 
originate among investors. Endow it 


,openly. Then every unit of big busi- 


ness could present a membership to 
each and every one of its security 
holders. A beginning would thereby be 
provided to a concrete organization that 
could constitute a powerful force to 
regulate capital in proper channels and 
correct abuses more promptly than 
politicians can, for it would act for its 
own protection and not on the academic 
theories of politicians. 


Even with such an organization, in- 
dependent control could be provided, 
for beyond furnishing the funds needed 
to set it up business need have no 
further part in the operation of its 
machinery. That is the only way a 
national organization powerful enough 
to provide thorough representation to 
investors ever can or will be formed, 


WESTINGHOUSE AIR BRAKE 


concluded trom page 450 


duced a very satisfactory volume of 
business and profits in past years, 
but in 1933 orders were as_ scarce 
as those received by the parent 
company. Prospects for the overseas 
divisions of the business are also im- 
proving. A contract was_ recently 
signed by the Polish State Railways 
and the Westinghouse Brake & Saxby 
Signal Company, subsidiary of West- 
inghouse Air Brake, covering about $24 
millions in brakes, pipe and other 
equipment to be delivered over the next 
six years. This is one of the largest 
foreign orders ever received by West- 
inghouse. 

Westinghouse Air Brake enjoys a 
very strong financial position. The 
1933 balance sheet shows cash of $3.9 
millions, U. S. Government and Fed- 
eral Land Bank bonds with a market 
value of $9.2 millions, and other bonds 
with a market value of $6.5 millions. 
Current liabilities totaled only $1.5 
million. Net working capital at the 
year-end amounted to almost $10 per 
share of capital stock, 


Our Great American Sport 


CCORDING to a writer in a New 
York daily newspaper, speculation 

in this country has become the national 
sport. Instead of ponies or lotteries our 
people prefer gambling in stocks. In no 
other country is speculation made so 
easy and accessible and the cause for 
it all is ascribed to business greed and 
a veiled and powerful publicity system. 
All this reads plausibly enough, but its 
cogency of reasoning can be quickly 
riddled. It is not the abuses of specula- 
tion that have laid such a hold on our 
people, as would be the case if it were 
outright gambling fostered by well de- 
signed publicity. Speculation resulted 
from the opportunities in this country 
for profit that were as easily available 
to the middle classes as to the rich. 
With the billions of capital invested in 
leading enterprises it was only natural 


that industrial ownership should be 
widely diffused. 

That is not the case in other coun- 
tries. Were the same situation to pre- 
vail elsewhere, speculation or trading in 
securities would work out the same as it 
does here. There is a distinct difference 
between gambling and speculation and 
the one has no kinship with the other. 
Without the American spirit of invest- 
ing in new enterprises in different stages 
of development, which is what specula- 
tion really implies, the nation would 
never have attained its dominant posi- 
tion in the world. It was good enough 
to do that, but when its work is accom- 
plished, to suit the times it is bared 
to the back so that it can be lashed 
for the misfortunes of excesses not only 
in speculation but in industrial expan- 


- sion and land gambling. 
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Bond Market 


Avera, 


TREND OF THE BOND AVERAGES 


Average 


1934 


8 


N 


3 


50 
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Gilt Edged Bonds Strong W hile 
S peculative Securities Decline 


feature of last week’s security 

markets was the outstanding 
strength in bonds of the highest quality 
in contrast to the pronounced slump 
in speculative bonds and stocks. U. S. 
Government obligations were so con- 
spicuously strong as to give rise to 
rumors that the market was receiving 
official support from the Exchange 
Stabilization Fund which was set up on 
the Treasury’s books as of April 30. 
It was further surmised that official 
buying might be paving the way for a 
new long term Treasury issue at a low 
interest rate. While the Gold Act of 
1984 authorizes the Secretary of the 
Treasury to use such parts of the 
Stabilization Fund as may not be 
needed for operations in foreign ex- 
change in “investment and reinvest- 
ment in direct obligations of the United 
States” and new long term Treasury 
bonds are doubtless under considera- 
tion, it does not seem necessary to 
look to official support to explain the 
strength in this section of the market. 
The steady rise in the huge excess re- 
serves of the commercial banks would 
appear to be sufficient explanation. 
Last week a further rise of $81 mil- 
lions in member banks reserves was 
reported, bringing total excess reserves 
up to about $1.7 billion. It is note- 
worthy that corporation bonds of the 
highest quality, as well as Treasuries, 
were strong last week, although there 
were few new 1934 highs recorded in 
this division. New all time highs were 
reached by several Government issues, 
including Treasury 44-34s, 1943-45, 
Treasury 3s, 1951-55 (which sold above 


the most impressive 


par for the first time since ‘their issu- 
ance during Mellon’s régime as Secre- 
tary of the Treasury), First Liberty 
43s, Treasury 34s, 1944-46 and Treas- 
ury 38s, 1941-43. 

The announcement that Home Own- 
ers Loan Corporation 4s (guaranteed 
as to interest only) would be exchange- 
able for new 3 per cent bonds bearing 
the full guarantee as to both principal 
and interest by the U. S. Government 
caused no little surprise since it had 
been assumed that an interest rate of 
at least 38 per cent would be fixed in 
order to assure that the new bonds 
would sell for not less than par. In 
the early trading over the counter, the 
new Home Owners 3s were quoted 
slightly under par, but the general 
strength in the market for Govern- 
ments seems to assure a price of par 
or better for the fully guaranteed 
bonds. The Home Owners 4s sold 
above 100} on the theory that the fully 
guaranteed bonds for which they are 
exchangeable should command a price 
of par, while the 6-months period for 
exchange and the higher coupon for the 
old bonds should entitle them to some 
premium as a short term investment. 
This reasoning overlooked the pos- 
sibility of a call for redemption of the 
4s on July 1, Both the Home Owners 
4s and the fully guaranteed Federal 
Farm Mortgage 31s were listed on the 
New York Stock Exchange last week 
where they were heavily traded under 
the rules governing transactions in 
United States Government obligations. 
As soon as substantial amounts of the 
new Home Owners 3s are issued, they 
will also be listed on the Big Board. 


RECENT IMPORTANT BOND REDEMPTION CALLS 


Brazeau Collieries, Ltd. 7s, 
Buffalo & Fort Erie Public Bridge Co. first 7s, 19. diy 
Canadien Foreign Investment Corp., Ltd. deb. 7s, 


Call Redemption 

Price Amount Date 
Tree 100 $100,000 July 1, 1934 
55... 105% Entire June 1, 1934 


13, 
00 

ones & Laughlin Steel Co. first 5s, 1939.............. 105 1,061,000 May 1, 1934 
100 30,000 May 1, 1934 
Martel Mills, Inc. first 7s ‘A’ and 6 4s ‘‘B,"’ 1937...... 101-101 % Entire July 1, 1934 
National Oxygen 4 err 100 15,000 May 4, 1934 
Peoples Gas Light & Coke Co. 4s, 1935.......... eee 100 \% 1,000,000 May 15, 1934 
Pitney-Bowes Postage Meter Co. secured 6s, 1937..... 100 11,500 June 1, 1934 
Provident Cincinnati Co. first series ‘‘E"’ 5s, 1941...... 100 Entire May 1, 1934 

Public Utility Holding Corporation of America 7s, 
100 Entire May 3, 1934 

Rio Piedras (Municipality of), Puerto Rico 5s, 

Ruhr Housing Corp. first 6 4s, 1958... 100 36,000 May 1, 1934 
Warner Sugar Refining Co. first 7s, 1941...... erelalih wae 104 125,000 June 1, 1934 
Westvaco Chlorine Products Corp. deb. 5 4s, 1937... 101 65,000 May 21, 1934 
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TO LOW LEVELS SOON? 
BVERY investor now wonders if he should 

hold his stocks for higher prices, or get out 
now in‘anticipation of a sharp drop to substan- 
tially lower levels. 

Admittedly, this is an important question. 
To know the correct answer is to possess infor- 
mation worth thousands of dollars. Many in- 
vestment counsellors and so-called experts do 
not commit themselves on this question because 
they do not know the answer. They hem and 
hedge—tell yo to hold for the “long ll 
That kind of advice does not satisfy intelligent 
men and women, 

Simply send us your name and address and 
we will give you our answer to this question 
in a straightforward manner. We may be 
wrong this time, but our advice has been sur- 
peteaty accurate during the past year. At 
east, it costs nothing to obtain copies of our 
current Stock Market Bulletins, There is no 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 550, Chimes Building, Syracuse, N. Y. 


POINTS ON TRADING 


and other valuable information 
for investors and traders, in our 


helpful booklet. Ask for K-6. 


Accounts carried on 
conservative margin. 


(HisHoim &@ (HAPMAN 
Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources , 


H. D. WILLIAMS 


120 Broadway New York City 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. Whitehall 4-6400 


~Market’s Next Move?- 
Send for sample copy, free, of our 
“Stock Market Outlook” 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


DIVIDEND 


REYNOLDS METALS COMPANY 
19 Rector Street, New York City 

A dividend of Twenty-five Cents (25¢) a share 
on the outstanding capital stock of REYNOLDS 
Metats Company, a Delaware corporation, and 
an extra dividend payable in capital stock of the 
corporation at the rate of one new share for each 
four shares held (subject to approval of listing 
application by the New York Stoc 
have been declared, payable June 1, 1934, to 
holders of record on May 15, 1934. 

The transfer books will not be closed. Checks, 
stock certificates and scrip for fractional shares 
will be mailed by Bankers Trust Company. 


Wa. S. D. Woops, Assistant Secretary. 
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STOCKS 
233,000 June 1.1934 | 
& Flambeau Improvement Co. first 5 \s, 
Commercial Credit Co. coll. tr. 5 101 Entire July 1, 1934 
Continental Oil Co. deb. 5 Ys, 1987... 101 1,500,000 May 1, 1934 
Dairymen’s League Cooperative Ass'n series ‘‘CC”’ 6s, ese 
Davies (104 Entire May 1, 1934 
Dominion Coal Co., Ltd. first 5s, 1940. ........... 105 306,000 May 1, 1934 Po ae 
Electric Railway Equipment Securities Corp. equip. a years 


TOKEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


A 32-PAGE BOOK—Published by a Boston financial advisory 
organization, gives you today’s different prospects for 40 dif- 
ferent industries, as- well as the cause of their present Status. 

TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 

ANNUITIES—A form of investment in which the public is 
showing much interest. This booklet describes briefly the 
annuity contract, its principles, its applications and its advan- 
tages. Copy upon request. ; 

PUT AND CALL TRADING GUIDE—A new book presenting 
an original plan for insured stock trading, giving specific 
rules and formulae to cover every type of situation. Also, 
specific stocks and actual stock market records are used in 
illustrating methods and principles. 26 graphic charts and 
diagrams illustrate the text. Descriptive literature upon 
request. 

FIRE INSURANCE STOCKS—A comparative chart of fire in- 
surance companies noting earnings, liquidating values, divi- 
dends, markets and yields. Also, specific recommendations 
of attractive securities in this investment group. Copy upon 
request. 

LAW TRAINING FOR LEADERSHIP—One of the largest 
home-study institutions offers a 64-page analysis of the 
value to the business man of knowing law and of a practical 
plan for securing this knowledge. Free upon request. 

10 RULES OF A SUCCESSFUL STOCK MARKET TRADER— 
A useful folder giving 10 rules used by a Market Trader who 
has found them very profitable in actual use. 

POINTING THE WAY TO MARKET PROFITS—New 60-page 
brochure, just off the press, has been prepared with the pur- 
pose of supplying the average investor and trader with a 
comprehensive and clear-cut understanding of a highly en- 
lightening course of instruction. Copy upon request. 

PROSPECTUS ON THE O’SULLIVAN RUBBER CO. INC. 
COMMON STOCK—Manufacturers of “O’Sullivan’s Heels.” 
The first offering of the securities of a long-established indus- 
trial company to be made under the Securities Act of 1933. 
Common Stock selling at $7 per share, on which an initial 
quarterly dividend of 10c. per share was recently declared. 
Full and corporate and financial history, as required by the 
Act, given in this Prospectus which may be had gratis. 

DAILY STOCK MARKET GUIDE—A letter, issued daily, pre- 
dicts the probable market action of 30 industrial and five 
railroad stocks. Predictions are based on Scientific Analysis 
of the Technical Position and are given as opinions only. 
Specimen letter upon_request. 

QUARTERLY BANK STOCK REVIEW—Issued by a _ promi- 
nent house specializing in bank stocks contains analyses of 
20 New York City Bank and Trust Companies, with special 
data regarding Guaranty Trust, New York Trust, Com- 
mercial National Bank and Public National Bank. Sent upon 
request without obligation. 

MARKET INDEX—A weekly Bulletin covering general refiec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington Influence and Busi- 
ness Traffic Signals. Also, definite recommendations of low- 
priced stocks. Copy upon request. 

RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia, in fact, most anywhere you choose, direct. Superb 
on domestic broadcasts, too. Costs no more than many less 
efficient models of ordinary receivers. Particulars will be 
sent upon request. 

ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investor dealing in odd lots. 

ANNUNITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 

SWIFT & COMPANY’S YEAR BOOK FOR 19384—It explains, 
in a fascinating manner, something of the broadly diversified 
organization of Swift & Co. The “Report to Shareholders” by 
President G. F. Swift gives an executive’s view in several of 
the company’s activities during 1933. Reference is made to 
the fact that Swift & Company’s profit, from all sources, 
tn only a fraction of a cent a pound. Sent upon 
request. 

5,436-WORD INVESTING AND TRADING PAMPHLET — 
Which tells how to protect your capital and accelerate its 
growth, and intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. Free 
upon request. 

ANSWERING AN IMPORTANT QUESTION—If you really 
want to know what life insurance and annuities can do for 

you, you'll appreciate the simple, untechnical answer in a 
new booket issued by one of the largest insurance com- 
panies in America. ‘ 

COMPARATIVE ANALYSIS OF BANK STOCKS AND IN- 
SURANCE STOCKS—Informative folder issued by a_ wel 

known house, members of Commodity Exchange and N. Y. 
Security Dealers’ Assn., and specializing in investment 
securities. Copy upon request. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1934————_ 1933 
A WEEKLY TRADE INDICATORS 28° 
*Crude Oil Production (bbls.)......... 2,450,250 2,431,100 2,383,100 
Electric Power Output (OOOK.W.H.). 1,668,564 1,672,765 1,427,960 
tSteel (% of capacity)........ 55.7% 54.0% 26 
Automobile Production (U.S.A.).... 99.336 91,664 44.453 
Commodity Price Index........... 74.6 75.1 


1934————— 
Apr. 21 Apr. Apr. 22 
wed Clearings New York City...... $4,198 $3,737 $2,637 


Bank Clearings Outside of N. Y...... $1,983 $1,872 $1,386 
Total car loadings (number of cars)... 589.453 578.837 496,512 
Bituminous Coal Production (tons).. 981,000 980,000 r 
Financial World Index of Indus- 


*Daily Average. tAs of beginning of following week. tCram’s 
Report. §000,000 Omitted. “Journa) of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1934 1933 
(000.000 omitted) Apr. 25 Apr. 18 Apr. 26 
Deposits—New York City...... nom $7,380 $7.340 $6,207 
Deposits—Outside New York City 10.546 10.540 r 
Loans on Securities—N. Y.C....... 1,674 1,723 1,611 
Loans on Sec.—Outside N. Y.C..... -842 1,857 2.027 
*Investment—New York City........ 1,154 1.ive 1,133 
*Investments—Outside N. Y.C...... 1,915 1,912 1,896 
Total loans and discounts........... 8,120 . 8,341 
Total commercial loans............. 4,004 4.623 4,713 
Total net demand deposits.......... 12,272 12,200 10,393 
Total time 4,477 4,443 4,352 
Total brokers’ loans...... 948 461 


4 RESERVE SYSTEM 


Federal Reserve System gold ratio. .. 68.4% 68.3% 64.6% 
N. Y. Federal Reserve Bank ratio. ... 69.2% 68.1% 8% 
Total Money in Circulation........ ‘ $5,324 $5,347 $5,707 


*Other than U. 8. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1934 1933 1934 1933 
P. May May 2 May 1 May 2 
$8.24 England... $5.11 $3.89 % | Copper (Ib.)..$0.08 44 $0.06 
1.69 Can. Dollar.100.125 87.50 Cotton (lb.).. _.107 0825 
6.63 France..... 6.63 4.61% ‘old (oz.). .. 35.00 
BOl 8.544% 6.06%] Itron(ton)...20.26 14.34 
23.54 Belgium*... 23.49 16.40 Rubber (ib.).  .1425 
40.83 Germany 39.63 27.50 Silver (0z.)... .4134 .35% 
84.40 Japan..... 30.31 23.94 Sugar (Ib.)... .043 045 
20.25 Brazilt.... 8.62 7.45 §Wheat (bu.).. .78% .71% 


*Belga. tNominal. §May. 


4 WEEKLY CAR LOADINCS 


Freight car loadings indicate current sectional business conditions, 
Loadings from the 15th to the 15th generaily indicate earnings for the 
current month, 

Weekended Same 
April 14 


wo week Change 
Eastern District 1933 % 
Baltimore & Ohio.............00. . 41,327 35,367 +17 
Chesapeake & Ohio................ 28,146 22,995 +22 
Delaware & Hudson .............. 11,337 9,167 +24 
Delaware, Lackawanna & Western 15,080 12,382 +22 
Norfolk & Western................ 20,750 16,198 +28 
New York, New Haven & Hartford. . 21,572 18,348 +18 
New York Contral.............0..6 85,486 71,525 +20 
New York, Chicago & St. Louis..... . 11,959 10,150 +18 
Western Maryland 6,733 5,445 +24 
Southern District 
Atlantic Coast Line............... é 14,294 13,568 + 5 
25.000 22.048 +13 
Louisville & Nashville............. 19.355 16,430 +18 
Seaboard Air 12.337 11,438 + 8 
Southern Ry. System............. . 31,688 J +10 
Northwest District 
Chicago & Great Western.......... 4,394 4,153 ee: 
Chi., Milw., St. Paul & Pacific....... 21,911 20,637 + 6 
Chicago & Northwestern........... 29,121 25,077 +16 
Central West District 
Atchison, Topeka & Santa Fe...... ‘ 22.731 21.124 + 8 
Chicago, Burlington & Quincy...... 19,370 17,536 +10 
Chicago, Rock Island & Pacific...... 15,946 15,367 + 4 
Chicago & Eastern Illinois......... 4,158 3,487 +19 
Denver & Rio Grande Western ..... 3,612 3,071 +18 
‘Southern Pacific System........... 26,043 21,869 +19 
Western Pacific. 651 2,312 +15 
Southwestern District 
Kansas City Southern..... 2.975 2,690 +11 
Missouri-Kansas-Texas....... 7,002 6,412 + 9 
St. Louis-San Francisco ............ 10,351 9,823 + 5 
St. Louis-Southwestern........... . 13 3,128 +16 


(Compiled from American Railway Association figures) 


THE FINANCIAL WORLD 
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Get Vital Facts on Your Stocks 


hom Our Monthly Manual of Stock Ratings and Statistics Entitled 


"Independent Appraisals of Listed Stocks” 


HIS monthly investors’ reference guide shows 

the comparative two-year earnings and prospec- 
tive dividend changes of over 1,300 stocks listed on 
New York Stock Exchange and the New York Curb. 
It also’ gives our rating of A+, A, B+, B, C+, C, 
D+, or D for each stock. In addition, it shows Stock 
Exchange symbols, dividend rates, dividend dates, 
financial condition, future “prospects,” net earnings 
or net deficit per share for latest periods available, 
etc. It is carefully revised up to the 20th of each 
month preceding month of publication. 


This monthly stock manual is brimful of valuable 
data that will instantly answer many of your per- 
plexing problems—don’t invest without consulting 
it first. It will pay you to check up each of your 
stocks regularly each month as soon as every new 
issue of our “Independent Appraisals,” is published. 
As business continues upward, you will be aided by 
following the changes in our ratings of various 
stocks—also the improving earnings trends of 
favorably situated companies. 


Investors who once experience the satisfaction 
of quickly referring to our “Independent Apprais- 
als,” for essential facts and statistics on stocks in 
which they are interested, say that they know of 
nothing that approaches it for convenient reference 
on vital points. Many subscribers refer to it almost 
daily. They are not satisfied with imitations. They 


Revised and Sent FREE Monthly to Every Yearly Financial World Subscriber 


want the genuine and original “Independent Ap- 
prtaisals of Listed Stocks.” 


This enlarged monthly investors’ reference book 
is only one phase of our Threefold Investment 
Service. Subscribers receive THE FINANCIAL WORLD 
each week with general articles and valuable analy- 
ses of the outstanding investment opportunities that 
have been determined by careful investigation and 
study of our large staff. 


UBSCRIBERS also may, several times each 
month without charge, avail themselves of our 
confidential Advice Privilege by enclosing a stamped 
self-addressed envelope with every inquiry. (Each 
inquiry should be confined to a single security in 
order that it may be answered by the best qualified 
specialist. ) 

Remember, the price of our Threefold Investment 
Service is still only $10.00 per year, despite the en- 
largement of our “Independent Appraisals” and the 
improvement of all phases of our service. Many say 
our service would be cheap if it cost $100.00 instead 
of $10.00. A large subscription list makes our low 
price possible. 


Regardless of your investment record in the past, 
you should now fortify yourself with reliable invest- 
ment information and unbiased guidance. Keep 
financially posted through THE FINANCIAL WoRLD 
and our monthly stock ratings and data book. 


M9 
for | FINANCIAL WORLD 
Greater | 53 Park Place, New York, N.Y. 
Investment | {| enclose $10 for a year's subscription for the Financial World (America’s 31-Year-Old Invest- 
Success 1 ment Weekly) together with all the other regular features of your Threefold Investment Service. 
: | In addition, I wish to have you send me by return mail a free copy of your book—"'Profitable 
Mail the | Investment Simplified”—(Vital Facts About 50 Leading Stocks). 
Coupon 
Today 1 
§ ADDRESS STATE ITT TTT 


THE SCHWREINLER PRESS, N. 
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HOW 
Will Your Answers to 
These Questions Affect 
Your Security Profits in 1934 


Do You Know the Tests of a Safe Investment? 
Read Chapter VII of ‘“‘The Common Sense of Money & Investments,”’ by Merryle Stanley 
Rukeyser ($3.00). 

Also read Chapter IV, of ‘“‘Investments,’’ by David F. Jordan ($4.00). 

Do You Know When to Switch From Stocks to Bonds? 

Read Chapter XI, of “‘The Common Sense of Money & Investments,”” by Rukeyser ($3.00). 


Do You Know How to Interpret the Figures in a Financial Report; Just What 
to Look for in a Company’s Balance Sheet and an Income Account? 
Read Chapter XX, of “‘The Common Sense of Money & Investments,”” by Rukeyser ($3.00). 


er You Know How Business Activity and Indices Influence Stock Market 
rices? 

Read Chapter XVI, of ‘‘Successful Speculation in Common Stocks,’’ by Wm. Law ($3.50). 
Do You Know What Is Meant by “Technical Condition of the Stock 
Market” and How “Technical Condition” Affects Stock Price Movements? 


Read Chapter XVII, of ‘‘Successful Speculation in Common Stocks,” by Wm. Law ($3.00). 
Read also chapter ‘‘Technical Position of the Market,”’ in ‘‘Understanding the Stock Market,” 
by Alliston Cragg ($1.00). 


You Understand the Influence of Credit Conditions on Stock Market 
rices? 

Read Chapter XVII, of ‘‘Successful Speculation in Common Stocks,”” by Wm. Law ($3.50). 

Also read Chapter Ill of “Basic Principles of Speculation,’’ by Thomas Gibson ($2.00). 
-Do You Know What Are the Most Important Requisites of Successful 
Speculation? 

Read Chapter |, of “Successful Speculation in Common Stocks,”” by Wm. Law ($3.50). 
Do you know how to differentiate between sound and unsound investments 
before you buy securities? 

Read Chapter XIV, ‘Protection in Purchasing,” in “‘Investments,”’ by David F. Jordan ($4.00). 


Do You Know How You, as a Stockholder, Can Protect Yourself in Case 
of Major Declines in the Value of Your Securities, or in Case of Reorganiza- 
tion of a Company, Whose Stocks You Are Holding? 


ivy Chapter XVI, “Protection in Reorganization,” in “Investments,” by David F. Jordan 
($4.00). 


Do You Know Thomas Gibson’s “Ten Causes of Loss,” in Security Trading? 
Read Chapter II, of ‘‘Basic Principles of Speculation,” by Thomas Gibson ($2.00). 


Do You Know How Commodity Prices Affect Stock Price Movements? 


Read Chapter IV, “Commodity Prices and Speculation,”’ in ‘‘Basic Principles of Speculation,” 
by Thomas Gibson ($2.00). Read also Chapter “Commodity Prices and the Security Price 
Level,” in ‘Understanding the Stock Market,” by Alliston Cragg ($1.00). 


Get the answers to these and to scores of other vital questions in 


THE FINANCIAL WORLD’S “FINANCIAL LIBRARY CLUB” 
(At an Average Saving of Nearly 33 1/3%) 


Financial Book Collection No. 1, contains 12 books (which, if bought separately, cost 
$19.35) for only $12.98 plus shipping charges, under our Financial Library Club plan. 
Financial Book Collection No. 2, contains 17 books (which, if bought separately, 
cost $40.85) for only $24.98, plus shipping charges, under our Financial Library 


} Club plan. 

Write Today for Free Information About 
| Financial World’s “Financial Library Club” 
| Address: 


The Book Department, The Financial World, 53 Park Place, New York, N. Y. 
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